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Editorial Note 


CONTEMPORARY India is marked by a striking paradox. India’s 
struggle for freedom was undoubtedly one of the outstanding events of the 
twentieth century ; there was not only something grand about the spectacle 
of a people constituting а sixth of humanity moving towards liberation 
from alien rule which had oppressed them for nearly two centuries, but 


‘what is more, this struggle also played a major role in precipitating a 


collapse of the entire colonial system all over the world. And yet 
within barely four decades of independence, this momentous event appears 
to have been relegated from the collective memory of the people to the 
oblivion of text-books. As separatism, chauvinism, casteism, communalism 
and even secessionism tear asunder the integrity of the nation, the 
arduousness of the process through which this nation came into being 
appears to figure no longer in our living thoughts. 

A discussion of the National Movement becomes important at this 
point, not for sentimental reasons of harking back to the “good old days", 
nor as a psychological antidote to the current malaise, but in order to 
understand this paradox. То be sure, a prod to our collective memory 
cannot but be beneficial at this juncture, but intervention in the present 


.context requires much more than such prods. It requires a process of 


recovery of the past, based on analysis. Not only the National Movement, 
but also its sequel, the post-independence experience, including the 
apparently evanescent nature of its unifying impact, have to be analysed 
with care for effective intervention in the present context. It is towards 
this end that Social Scientist had organised a seminar in January 1986 on 
the subject of the National Movement. The current number of the journal 
carries some of the papers presented at that Seminar. 

The different papers included in this number deal of course with 
different aspects of the National Movement ; all of them moreover donot 
share а common understanding. For instance, Bipan Chandra argues that 


. the Indian National Congress as an organisation was open to ideological 


transformation towards a socialist perspective ; the task before the Left 
was to work towards such a transformation of the Congress and through 
it of the National Movement, where socialism would emerge as the 


|accepted developmental path of free India, rather than to create alternatives 
„ito the Congress or to Gandhi’s leadership. Thomas Isaac on the other 


hand, basing himself on the Kerala experience, argues that independent 
mass mobilisation of the workers and peasants, without which not only 
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would any socialist path remain a chimera, but even the basic tasks of 
the democratic revolution would remain uncompleted, was constrained by 
the Congress leadership, which more or less forced the Left to break away 
from it and organise through stages the Communist Party. Kapil Kumar 
likewise is of the view that the Congress leadership functioned with a 
twin-objective : while fighting imperialism it strove quite clearly to curb 
the Left and the Kisan Sabha. Few of course would deny that the Left 
committed mistakes from time to time in its assessment of the situation ; 
the difference relates to the validity of the overall strategic conception of 
the Left and the communists in particular. 

The crucial question, as emphasised in the paper by B.T. Ranadive, 
relates to the role of the agrarian revolution. The National Liberation 
Struggle can lead on to a struggle for socialism via the agrarian 
revolution. Working class hegemony over the National Liberation Struggle 
serves precisely to link this struggle with the agrarian revolution. Bourgeois 
hegemony over the National Liberation Struggle by contrast delinks this 
struggle from the agrarian revolution. In the process however it does not 
even carry through the democratic revolution to its completion ; the result, 
as in free India, is a superimposition of capitalist development upon pre- 
capitalist structures, which not only arrest the vigour of capitalist develop- 
ment, but greatly enhance the burden upon the people and preserve the 
soil upon which casteist, communalist and localist ideologies thrive. Indeed 
in the context of capitalist development of this kind, which brings in its 
train the familiar quota of aggrandisement, impoverishment, frustrations 
and disappointments, there is a danger of these ideological perceptions 
which are disruptive of the unity of the working people, getting 
strengthened over time, as has happened in our country. 

The politics of compromise and bargaining with the British, which 
the bourgeois leadership of the National Movement adopted as a necessary 
counterpart to its efforts to keep a tight leash upon mass struggles, lest 
they develop into a torrent leading to an agrarian revolution, had a tragic 
consequence according to E.M.S. Namboodiripad, namely the partition of 
the country. Gandhi alone of the entire leadership saw in partition the 
tragedy of the freedom that had been won. The very incompletness of the 
democratic revolution, however, imposes according to the author a certain 
continuity, though in changed circumstances, to the task of the Left. The 
Left cannot just forget about the completion of the democratic revolution 
now that the country is free from foreign rule ; on the contrary it has to 
struggle now, as it sought to struggle earlier, for completing the basic tasks 
of the democratic revolution, at the centre of which is the agrarian 
question. i 


> 
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E. M. S. NAMBOODIRIPAD* 


The Left In India’s Freedom Movement And 
In Free India 


THE AUTHOR of this paper has been an active participant in the left 
movement since the early 1930s. His personal knowledge of the movement 
is naturally confined to the progress registered during the last half century., 
The left movement, however, dates back to the early years of the present 
century, or almost three decades earlier than the author's entry into it. 


The Lal-Bal-Pal Leadership 


The emergence of the left movement in India coincided with radical 
trends in the anti-imperialist movements іп several other colonial, 
semi-colonial and dependent countries, particularly in Asia. The defeat 
of Czarist Russia at the hands of a newly emerging Asian imperialist 
power (Japan) and the first Russian Revolution (1905) inspired radical 
forces throughout Asia. Lenin in his writings noted this new trend in the 
oppressed countries which, he pointed out, could become an integral part 
of the revolutionary movement developing in the capitalist countries. 
Demarcating himself from the right-wing Social Democrats of the second 
International who took a negative stand on the freedom struggles of the 
oppressed peoples, he did his best to educate the revolutionaries in the 
international movement оп the importance of fraternal cooperation 
between the two forces—the working class:in capitalist countries fighting 
for socialism and the peoples of the oppressed countries trying to throw 
off tbe colonial yoke. 

On India in particular,Lenin made a positive assessment of the emerg- 
ing left in the freedom movement headed by Lokmanya Tilak who made 
the historic declaration “Swaraj is my birth right; and I will have it", The 
barbarous sentence given by a British court to the Lokmanya, following 
which there was a protest general strike of the Bombay working class, 
was noted by Lenin as a significant pointer to the emergence of a national 
revolutionary trend in India. 

Tilak and his distinguished colleagues Lala Lajpat Rai and Bipin 
Chandra Pal—known as the Lal-Pal-Bal trio —introduced what came to 
be known as the “politics of militancy”, as opposed to that of 





*Genera] Secretary, Communist Party of India (Marxist). 
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"mendicancy". Swaraj, Swadeshi aud national education consti-uted the 
programme for mobilising the common people. A new generation of 
young men and women dedicated themselves to the cause of Swaraj, 
prepared to make the supreme sacrifice at the altar of national freedom. 
They followed the revolutionary movement throughout the worid, looking 
upon the heroes of revolutionary struggles in any other country 2s models 
for their own action. The international working class and socialist move- 
ments and the teachings of Marx began tO exert their influence on the 
thinking of Indian youth. A biography of Karl Marx appeared more ог 
less simultaneously in Hindi and Malayalam. Tilak and his colleagues had 
immense influence on the young men and women who dedicated them- 
selves to the cause of revolutionary strüggle for Indian freedom. 

It wasat this stage that revolutionary groups appeared in Bengal, 
Punjab and toa certain extent in other provinces as well—groups which 
were denounced as “terrorists”? by the British rulers, using the bomb and 
the revolver to do away with the hated individuals belonging to the British 
bureaucracy and their agents among the Indians. Similar groups were 
formed in foreign countries where Indians were living and working. 


Revolutionary Groups Abroad 


These groups of revolutionaries working abroad started planning the ` 
liberation of India with assistance from powers hostile to the British. A 
Ghadar Party was formed in the U.S. in 1913 with a view to unify the 
scattered Indian revolutionary and patriotic organisations which had 
earlier emerged in the U.S. and Canada. Similar groups were formed in 
some of the European countries and tried to get financial and military aid 
from Britain's main imperialist rival, Germany, for an anti-British armed 
uprising in India. 

The essence of leftism, or what may be called "the politics of 
militancy”, thus consisted of the use of force against individual representa- 
tives of the British power by those who are working inside the country ` 
and the assistance of Britain’s imperialist rivals for liberating India from 
outside. British imperialism, however, was able to suppress the revolu- 
tionary groups which had been operating in India before and during the 
war. The few efforts made abroad to liberate India with material and 
military assistance from foreign powers also ended in a fiasco. 

Two developments of post-war years, however. gave new life to the 
left and helped it to assume new forms. The first was internal. Resentment 
was growing among all sections of the Indian people against the policies, 
and actions of the British Government to which concrete expression was 
given by the Congress and the Muslim League which’ gradually developed 
into a new mass upsurge—the non-co-operation- or the Khilafat movement: 
Initiated by Mahatma Gandhi with full co-operation from the Muslim 
leaders who carried a special grievance on account of the treatment meted 
out by the imperialists to the Turkish Khalifa, the movement enveloped 
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the whole country. Gandhi's programme of triple boycott, his slogan of 
*Swaraj in one year', united campaigns undertaken by the Congress and the 
Muslim leaders throughout the country—all these brought into action hun- 
dreds of thousands of young men and women, the first country wide mass 
upsurge witnessed in India. 


Impact of Russian Revolution 


Parallel to this internal development was tbe international develop- 
ment—the October Revolution in Russia. Indian revolutionaries living and 
working abroad began to converge on Moscow, while several people 
working in India for the revolutionary cause left the country. Braving the 
hazards of a trek over the Himalayas, the latter landed first in Afghanistan 
and then in the Asian Republics of Russia. Revolutionary groups operating 
Бот Kabul in Afghanistan, Tashkent in one of the Eastern Republics of 
the Soviet Union and in Moscow itself came into contact with the Soviet 
Communist Party, many of them having personal interviews with Lenin 
himself. Moved by the i spirinz slogan of self-determination for oppre:sed 
.nationalities given by the Soviet Government and the Russian Communist 


“ 


. Party, they took the side of the Soviets, many of them participating per- 


sonally in the defence of the Soviet State against the attacks of the reac- 
tionaries in the Civil War. Their very stay abroad and the stories of their 
activities influenced large numbers of revolutionaries in India itself. 

A new dimension was thus given to the perspectives and plans of the 
earlier revolutionaries. Those who, during the years preceding the war and, 
during the war itself, were trying to get material and military assistance 
from Britain's imperialist rivals, started thinking of getting the same assis- 
tance from Soviet Russia. Many of them committed themselves to the idea 
of communism, though their understanding of communism was hazy and 
distorted. The Russian Communist Party, its leader Lenin and the Com- 
munist International paid great attention to the revolutionary emigres 
staying on the soil of their country not only from India but from other 
Asian countries, particularly China, Korea, Iran and Turkey. Groups and 
organisations of Communists hailing from these oppressed Asian countries 
were formed and the specific pro lems they raised came under discussion 
at the First and Second Congresses of the Communist International. Lenin 
himself took personal interest in and gave alot of his time to understand 
the problems raised by the comrades coming from these countries. 


Patient Work by Lenin 


Finding that many of these emigre comrades had a poor understanding 
of the theory and were equally lacking in the understanding of the concrete 
. conditions of the struggle in their respective countries, Lenin worked 
patiently to combat their simplistic ideas of communism, their efforts to 
transplant the Bolshevism of Soviet Russia to countries which had very 
little resemblance to pre-revolutionary Russia. Cautioning against painting 
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the national revolutionaries in Communist colours, Lenin disapproved of 
the idea of the hasty formation of the Communist Party in these countries. 
He, however, emphasised the need for convinced communists in these 
countries to organise themselves asa party and try to apply the general 
principles of Marxism to the concrete conditions of their respective coune 
tries. While advising them to form themselves into an independent revolu- 
tionary party, he called for united front between the national revolu- 
tionaries and communists. He had to combat the sectarian ideas put by 
India’s M.N. Roy and his counterparts in China, Korea, Turkey and Iran. 
This helped the consolidation of the small groups of Indian communists 
in the Soviet Union and in the formation of communist groups in !ndia 
itself. . 

The communist groups living in. the Soviet Union being sniall in 
number and away from the country, could not exert any direct influence 
on the course of development in India itself. Their activities abroad and 
the links that were established between them and the scattered groups of 


communists in India however, were important for the future development >` 


of the left movement in the country. 


The First CPI in Tashkent 


Among the groups abroad, special mention should be made of a group 
in Berlin and another in the Soviet cities of Tashkent and Moscow. The 
latter formally came into being оп October 17, 1920 and was granted a 
consultative status at the Third Congress of the Communist International. 
This, according to one of the founder members of the Communist Party of 
India, the late Muzaffar Ahmed, should be considered as the foundation 
date of the Party. 

A Soviet scholar who has made an intensive study of all the 
materials available in the CPSU Archives tends to agree and says that 
“the Indian ‘Communists who organised themselves іп Tashkent and 
Moscow was the first Communist group which tried to create a Communist 
Party in exile and by that act alone, had laid the ground for the Indian 
Communist movement." 

Тһе author goes on to point out that many of the Communist groups 
at home (which in the end succeeded in convening the first open conference 
of the Indian Communists on Indian soil) “‘were created with full-scale 
participation or some times even upon the initiative of individual members 
of the Tashkent group, who had been expressly sent to India to that end.” 
Most of the members of the Tashkent group, the author goes on, “had 
been sent to India to prepare the Communist Party and to Western Europe 
to establish a foreign Centre which is known to have subsequently played 
an essential role in launching the Communist movement іп India." 


- Two Stages . 
It is thus clear that the formation of the Communist Party of India 
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took place іп two stages—first оп October 17, 1920 at Tashkent which had 
been given representation with consultative status in the Communist Inter- 
national. M. N. Roy, who was active in the formation of the Tashkent 
Group helped the dissemination of communist ideas in India through his 
letters, articles, messages, etc.,? addressed to left-inclined Congressmen and 
budding Communists. The work done by Roy and his organisation made a 
big contribution to the second stage of the formation of the CPI, namely, 
the Kanpur Conference of 1925 where the Communist Party of India was 
formally constituted on Indian soil. 

It was because of these two stages in the development of the Indian 
Communist movement that the two conflicting dates were given by the 
Secretariat of the CPI and Muzaffar Ahmed respectively. The former 
gave 1925 as the date because the Party formed earier in Tashkent and 
given consultative status at the Third Congress of the Comintern, was not 
formed on Indian soil; those who took the decision were prepared to con- 

- sider only what took place on Indian soil as the foundation of the CPI. 

It is, however, significant that even those who took the decision in 
favour of 1925 as the foundation of the CPI do not consider it as the 
First Congress of the Party. Nearly 16 years had to elapse between what 
according to them was the foundation of the Party and its first Congress. 
The reason ís that, after the 1925 Conference where the Party was said to 
have been born, its activities had to face severe repression at the hands of 
the British rulers. 


"Тһе Meerut Case and After 


The notorious Meerut Conspiracy Case involving all the known 
Communist leaders of the time, disintegrated what had been formed at 
Kanpur. Furthermore, serious differences arose among those who remained 
outside the jail on the tactics to be pursued in the rapidly changing situa- 
tion in India and abroad. For four full years since the Meerut arrests of 
1929, the Party virtually ceased to exist as a Party, the small groups of 
Communists in some parts of the country acting as they thought fit. While 
the tenacity with which these groups operated testified to the influence 
exerted by communism over large sections of anti-imperialists, the prono- 
uncements and practices of these groups cannot be termed as the work of 
the Commuuist Party of India. 

These difficulties could be overcome partly towards the end of 1933 
when most of the Meerut case comrades came out Of jail, but that could 
not overcome the difficulties caused by ideological confusion. These were re- 
moved only when the Seventh Congress of the Comintern (1935) gave the line 

of unity against fascism and as an integral part thereof, the anti-imperialist 
united front in countries like India. This helped in politically and organisa- 
tionally unifying the various Communist groups which had, for several 
years been ideologically divided. It was from that time onwards that a stable 
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and continuing central leadership—the Central Committee and the Polit 
Bureau—came into existence. 


Significant Developments 

Significant developments had, in the meanwhile, taken place in the 
freedom movement. Under the influence of the Communist Party of India 
formed in Tashkent, national revolutionaries in India were gradually imbi- | 
bing the idea of mass revolutionary action. Militant organisations of the 
working class, the peasants and other toiling people were being formed, 
drawing tens of thousands of members. 

At the ideological level, militant mass action was replacing individual 
action as the antidote to Gandhian non-violence. Vague ideas of Swaraj 
were being given a more concrete definition, such as complete indepen- 
dence or severence of all connections with Britain, independence being 
extended from political to economic independence and soon. Extensive 
political campaigns were being carried on in favour of the unity of workers 
and peasants which is the basis for the struggle for complete independence. 
Larger and larger sections of freedom fighters were being drawn into the 
movement embracing all these ideas of proletarian—semi-proletarian 
militancy. A broad revolutionary party (the Workers’ and Peasants’ Party) 
came to be formed in which the activists of the Communist Party of India 
were working energetically. 

The influence of all these was felt in the historic debate inside the 
Congress itself on Dominion Status versus Complete Independence. The 
adoption of the latter as the objective of India’s freedom movement and 
the decision to launch a countrywide mass struggle to attain the objective, 
took place at a session of the Indian National Congress (Lahore, 1929), 
presided over by Jawaharlal Nehru who іп his presidential address declared 
himself to be a Socialist. Fifteen months after this came the Karachi 
Congress which adopted the resolution on the fundamental rights of the 
people which indicated a turn by the Congress to the left. The ideas on 
the basis of which the Communist Party of India was formed, first in 
Tashkent and then in Kanpur, thus had gripped the minds of lakhs of people 
and, in a way, became the official programme of the major organisation 
of the freedom movement. 


Militant Mass Action in Place of Individual Terrorism 


A significant consequence of these developments was that the cult of 
the bomb, which had been the ideological basis of the militant groups for 
almost three decades, ceased to operate. In its place came the programme 
of militant mass organisations and struggles. It influenced the lakhs of 
men and women who actively participated in the mass direct actions 
organised under the Congress leadership in 1930-1932. Furthermore, the 
spectacular gains made by the Socialist Soviet Union in rapidly developing 
its economy at the very time when the capitalist world (of which India was 
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a рагі) was going through an unprecedented crisis іп history, exerted their 
influence on the people. 

These developments abroad as well as in India brought about a basic 
change in the attitude of left-wing Congressmen. Тһе Congress Socialist 
Party formed in 1933-34 was a manifestation of this change in the thinking 
and outlook of Congressmen. -Coinciding as this did with the overcoming 

of the organisational, political and ideological difficulties facing the Com- 
` munist Party of India, the mid-1930s witnessed the co-existence of three 
distinct left trends. 

Firstly, an undefined group of Congressmen who talked vaguely of 
socialism, had unconcealed sympathy for the Soviet Union, was anti-fascitt 
and stood for the defence of the rights and freedom of the toiling people. 
: Nehru was the best known leader of this group. Secondly, the newly- 
formed organisation of Congress Socialists whose members had the obliga- 
tory duty to work in the Congress but who formed themselves into a 
distinct party of their own. Thirdly, the re-organised Communist Party 
of India with its Central Committee and Polit Bureau having close links 
and co-operating with the other two groups. 

The emergence of these three groups and their co-operation made the 
latter half of the 1930s remarkable for a new anti-imperialist upsurge 
which swept the country. The forging of the unity of the trade union 
movement, the formation of the All-India Kisan Sabha, the emergence of 
the All India Studinte Federation, the rise of a progressive literary and 
cultural movement and united activities ofthe left in general, took the 
anti-imperialist movement several steps ahead. 


Qualitatively Changed Left 


Although separated by nearly three decades, the new united front of 
left forces in the 1930s was qualitatively different from the left forces which 
emerged under the Lai-Bal-Pal leadership. 

The emergence of the latter was indicative of the fact that the 
bourgeoisie had become mature enough to operate as an independent 
force in politicallife. Тһе triple slogan of Swaraj, Swadeshi and national 

.education gave clear expression to the aspirations ofthe new class, the 
bourgeoisie. The large mass of petty-bourgeoisie who constituted the 
core of the revolutionaries with their cult of the bomb, were the youn- 
ger camp-followers of the bourgeoisie. 

- The years of the war and the post-war mass upsurge further matured 
the bourgeoisie in whose ranks divisions started making their appearance, 
а section allying itself with 'the rapidly growing working class movement 
within the country and the socialist and national revolutionary forces 
abroad. Together with the further extension and consolidation of -the 
left forces in terms of the new ideology of the working class, this planted 
the ideas of socialism. and communism within the freedom movement. 

АП this at a time when imperialism was doing its utmost to prevent 
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the consolidation of the growing forces of socialism and communism in à 
well-organised Communist Party of India. The growth of a new trend 
within the Congress in the early 30s, however, could not be prevented : 
the Congress Socialist Party was born. In the meanwhile, as mentioned 
earlier, the Communist groups themselves could take advantage of the 
developing international and national situation to overcome their 
internal problems and develop a well-organised Party with its central 
leadership. 

The relationship between the three forces—the Communists, the 
Congrss Socialists and left Congressmen—indicated the approach of three 
distinct class forces, namely the working class, the radical petty bourgeoisie 
and the left bourgeoisie. Within the latter itself, it was subsequently 
revealed, there was a division between those who were anti-imperialist and 
at the same time anti-fascist and those who did not hesitate to take the 
help of the fascist forces in the struggle against imperialism. 


Clash of Ideas within the Left 


The clash of ideas among these three forces was revealed in the internal 
crisis of the Congress that emerged in the furious conflict on the Congress . 
President's election in 1939. All the three left forces were united in sup-. 
porting Subhas Chandra Bose, as opposed to the Congress right supporting 
Pattabhi Sitaramayya. However, as soon as .the Congress right took up 
this challenge and created a crisis which ended in thé,ouster of Subhas 
Bose from the Congress, differences were revealed between the Nehru and 
the Bose supporters among the left Congressmen, between both of them 
and the Congress Socialists, as well as between the latter and the Commu- 
nists. All this came to a head when the Second World War broke out and 
on the question of the attitude to the war. 

The conflict between the anti-Communist leadership of the CSP and 
the CPI had, in fact, come to the surface even before the outbreak of the 
war. The anti-Communist group in the CSP headed by Masani, Mehta 
and Lohia had already launched their attack on the Soviet Union inter- 
nationally (on the question of the trial of the Generals) and ran a concer- 
ted anti-Communist witch-hunting campaign within the Party. The news 
of the Soviet Union signing a non-aggression pact with Nazi Germany on 
the eve of the outbreak of the war culminated in a hysterically anti- 
Soviet and anti-Communist campaign undertaken by the CSP (Jaya- 
prakash, who had earlier kept away, from the anti-Communist campaign, 
now joined it). The Communists within the CSP had therefore to leave the 
Party. Тһе disintegration of the left. was thus complete by the time the 
war broke out. 


Indian Politics after the Outbreak of the War 


The attitude adopted by the major political forces in the aera to 
the war made a clear division among the main trends in the country. The 
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right-wing Congress leadership adopted the line of using the war situation 
for hard bargaining with imperialism which was manifested in the symbolic 
individual satyagraha launched under Mahatma Gandhi’s leadership by 
those chosen by him. This was opposed by the rival bourgeois leadership 
represented by Subhas Bose who clandestinely went abroad, came into 
contact with the leaders of Nazi Germany and then landed himself in 
Japan—a repetition of the performance of the revolutionaries during the 
First World War. 
А Ав against both these sections of the bourgeois leadership arose а 
new leadership represented by the All-India Muslim League which, led by 
Mohammed Ali Jinnah, adopted the Lahore Resolution in 1940 demand- 
ing complete independence—not for a united India but for two (Muslim 
апа Hindu) “nations” to be carved out of India. 

The Congress Socialists were critical of the Congress leadership but 
failed to give any militant leadership to the fighting people. The CPI, 
on the contrary came out with what was called the “proletarian path"— 
a programme of organising and leading militant struggles of the working 
people on the living problems of their life which were being made 
more and more unbearable, turning these struggles into a revolutionary 


upheaval. 


The Quit India Movement 

With the opening of a new phase in the war—the attack of Nazi 
Germany on the Soviet Union, followed by the Japanese attack on America | 
which obliged the imperialist powers headed by the U.K. and the U.S.A. to 
have an alliance with the Soviet Union, the situation underwent a complete 
change. The Congress leadership abandoned its earlier attitude of carrying 
on a symbolic individual satyagraha and prepared for an all-out offensive 
against imperialism. Тһе preparation for this all-out offensive, however, 
was used to make hard bargains with imperialism (the Cripps Mission). 
But, once it was found that the British were not prepared to concede any- 
thing, the decision was taken to go into action. 

The rival leadership of the bourgeoisie led by Subhas Bose had already 
reached Japan and -used the help of that country to organise a march on 
India. Standing between these two sections of bourgeois leadership were 
the Congress Socialists who took hold of whatever was left of the Congress 
organisation after the arrests and organised new centres of resistance—a 
follow-up of the call given by Mahatma Gandhi for a “short and swift” 
struggle with the slogan “do or die". Тһе CSP thus played its role as 
the junior partner of the bourgeois leadership—carrying forward the “short 
and swift" struggle, preparing the soilfor a negotiated settlement with 
the British. 

The CPI came out in opposition to all this and called on the Govern' 
ment and the people to look upon the anti-fascist war as a people's war. 
The Muslim League for its part intensified the campaign for Pakistan and 
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emerged as the second most powerful political force in the country. 


The CPI, an Independent Political Force 


This was the first time that the Communist Party came out as an 
active political force opposed to all other political forces including the 
Congress and the Muslim League, the Subhas Bose section of the bourgeo- 
is leadership as well as the CSP. Despite the mistakes committed in 
carrying out the policy of people's war (which were owned and corrected 
by the Party іп the Second Congress,of 1948 and later), the Party had the 
credit of having brought before the people the intimate connection 
between India's struggle for freedom and the worldwide war against 
fascism in which the Socialist Soviet Union was playing the decisive part. . 

Subsequent developments in India and abroad proved the correctness 
of this broad understanding : it was the victory of the anti-fascist forces . 
headed by the Sovit Union that paved the way for the subsequent attain- 
ment of freedom not only by India but a few other neighbouring countries 
immediately after. the end of the war and, after a decade, of scores of 
other countries of Asia and Africa. Propagating the truth about the 
epoch-making significance of the anti-fascist war, no doubt, isolated the 
Party temporarily from the broad masses of anti-imperialist fighters. It 
however, did notlead to any weakening of the Party's position among 
the people in those states and regions where it had already developed as 
asignificant political force. The three-years that elapsed between the 
launching of the Quit India struggle by the Congress and the ending of 
- the war, in fact, saw an unprecedented growth of the Communist Party as 
an independent force having strong links with the working people. 

"The Party was therefore able to actively intervene when a new - 
revolutionary mass upsurge arose after the end of the war. The country- 
wide strike-wave, the militant demonstration for the release of INA 
prisoners, the glorious RIN mutiny, the historic Tebhaga struggle in 
Bengal, innumerable other peasant struggles all over the country, a new 
wave of the states ‘peoples’ struggle for democracy in their respective 
states—all these culminated in the two militant actions led by the 
Communist Party—Punnappra-Vayalar іп Travancore and Telengana in 
Hyderabad. 


The Fiasco of Bourgeois Politics 


" The right-wing leaders of the Congress who claimed to have headed 
the Quit India struggle had, in the meanwhile, resumed their politics of 
bargaining with the British imperialists. “Тһе short and swift struggle" 
envisaged in the Quit India resolution was ruthlessly suppressed and the 
mass of participants either felt frustrated or looked up to the INA led by 
Subhas Bose to march to India. The right-wing Congress leadership had 
therefore no alternative to having a negotiated settlement on terms which 
proved disastrous for the country. Having had to choose between a united 
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but unfree India and a free but divided country, they opted for the latter— 
an option which was described by Mahatma Gandhi as the “vivisection of 
my own body". Gandhi, in fact, was the one man who felt sorry for the 
'freedom won under his leadership—the one person who refused to join 
the celebrations of the dawn of freedom for the country. He was broken- 
hearted at the sight of millions of India’s own sons indulging in the worst 
forms of manslaughter, loot, arson and rape. He spent the few weeks that 
preceded the dawn of freedom and the first few months after independence 
before he was shot in preaching peace and communal amity. The last few 
months of his life should, in fact, be characterised as tragic—showing 
Gandhi as a humane person. The bankruptcy of political leadership of the 
bourgeoisie which he so shrewdly led, made his life a tragedy. 


This is not the place for an over-all self-critical review of the 
policies and the practices of the Communist Party of India during the first 
and second stages of the war and the years that preceded and followed the 
attainment of independence. Suffice it to say that mistakes were 
undoubtedly committed and subsequently corrected but, despite all 
mistakes; the Party emerged as an independent and growing political 
force, deeply rooted in the working masses in the country aud the 
revolutionary movements abroad. The other forces that were active 
during the war—particularly before and after the launching of the Quit 
India struggle—started disintegrating in the years after the country attain- 
ed freedom. 


Picture after the First General Election 


The contrast between a growing Communist Party and the disintegra- 
ting CSP and the Bose followers on the left became completely clear in the 
first general elections (1952) under the new Republican Constitution of 
India. The CSP which entered the electoral contest with thc claim of 
being the strongest political party after the Congress and in а position to 
replace the latter in several states, met with the biggest fiasco in its history 
and immediately started disintegrating. 


The Congress too received the first big shock in its history after it 
became the ruling party in the country. The Communist. Party, in con- 
trast, came out as tbe biggest left force in the country and, together with 
the other left and opposition forces, came very near becoming the ruling 
party in tbe two neighbouring states ОҒ Travancore-Cochin and Madras 
and the major opposition in two other states (West Bengal and Hydera- 
bad). At the Centre, too, it became the biggest opposition group in both 
Houses of Parliament. Maintaining this position at the Centre, the Party 
became the ruling party in Kerala inthe second general elections, though 
in the meanwhile it suffered а big setback in the newly-formed Andhra 
Pradesh. 


The disintegration of the former Congress Socialist Party after the 
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1952 general elections was rapid. Its tallest leader, Jayaprakash Narayan, 
left the Party to join the ranks of bhoodanis ; so did several others. Many 
joined the Congress, while those who were left in the Party joined one or 
another bourgeois opposition party. Тһе merger ofthe Socialist Party 
with the Praja Party to form the PSP, the split of the latter, the new Socia- 
list Party (without the "praja") while the Praja Socialist Party continued, 
the merger of the Socialist Party and the PSP again, etc., until in the end 
all of them joined in the Janata Party deserves a separate and detailed 
study. Suffice it to mention herethat the entire course traversed by the 
Socialist Party in the post-1952 election period and since then completely 
proves our contention that the Socialist Party in our country has been as 
torough a failure as any right-wing social democratic party anywhere in 
the world. 


Fiasco of Right Wing Social Democracy 

One of the reasons why the CSP, which at one time (during the Quit 
India Movement) appeared to be the most energetic force in the left, rapidly 
: disintegrated in the post-Independence years is its basic class and political- 
outlook. Except for a few individual leaders like Jayaprakash—and that 
too, only for a short while in the beginning,—the CSP has always been 
anti-Soviet internationally and anti-Communist internally. Тһе circums- 
tances in which the Quit India struggle came to be launched were extremely 
favourable for their anti-Sovietism and anti-Communism. 

" Once the war ended in the victory of the anti-fascist coalition headed 
by the Soviet Union however, their ideological basis got knocked out. 
Their only hope in the first post-independence years was the credit they 
had earned in the Quit India Movement and the hope of using it to become 
the major left opposition to the Congress. Тһе electoral debacle of 1952 
proved this claim hollow. Even after that, of course, the Socialists tried 
to assume the role of a major left opposition party in the country as part 
of the Socialist International. With their opportunistic manoeuvres in the 
arena of parliamentary politics, the hollowness of their claim to be a major 
left force was exposed. 

The Communist Party too, faced, after the 1952 elections, a serious 
situation. An organised group arose in the mid-50s which challenged the 
Party line of trying to break the monopoly of power enjoyed by the Con- 
gress since the attainment of independence. Defeated in the beginning 
(at the 1956 Party Congress) when they advocated the openly class colla- 
borationist line, they bided their time and, taking advantage of the India- 
China dispute here and the growing split in the international Communist 
movement, they launched a tirade against those in the Party who stuck to 
the position of opposition to the Congress and succeeded, by stages, in 
creating an artificial majority at the leadership levels in the Party with 
which was started the campaign of purging the Party of all “pro-China” 
elements. l l 
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The Split in the CPI—the Aftermath 

Not only did it lead to a clear split in the Party—the formation of the 
CPI(M) and the CPI—but also to the ganging up of the latter behind the 
Congress. Although forced, for some time іп the 1567-69 period, to join 
the anti-Congress united front (in the process incidentally, they had no 
hesitation to become the coalition partner of the Jana Sangh and other 
reactionary parties in three state governments), they broke with this 
policy in 1969 and started collaborating with the Congress. This conti- 
nued for a full decade including the notorious two-year long Emergency. 
The CPIleader formally headed the Kerala government in that period 
but the real force was the Congress whose policies had to be loyally carried 
out by the CPI Chief Minister and his government. Naturally, therefore, 
the CPI bad to share the ignominy which befel! the Congress in the 1977 
elections that followed the lifting of the Emergency. 

The CPI(M) had to face the most difficult period in the years that 
culminated in the promulgation and continuation of the Emergency. Not 
only was a part of the Communist Movement (the CPJ) а partner of the 
Congress in the violent attacks on the CPI(M) and other left and militant 
forces in the country but it had to face the boycott organised by the frater- 
nal Communist and Workers’ Parties with very few exceptions. Faced by 
the semi-fascist terror in West Bengal, the vicious police-goonda atttacks 
in Kerala, the severe repression wherever the Party or its left allies stood 
with the fighting people, the Party had to defend its honour. In discharg- 
ing its major responsibilities, the Party had the supreme confidence that 
other left forces, including the CPI who had for the time being left the 
camp of which they are and should be integral parts, they cannot but come 
back. The CPI(M) therefore, patiently worked. Its hopes in this regard 
were partly realised when (in 1978) the CPI made its first break with the 
. Congresss and opted for the left and democratic front in which the 
CPI(M) is the most active force. 


Fruitful Period 


The last cight years (since the CPI adopied its new line at its Bhatinda 
Congress) have been fruitful. They have seen the coming together of the 
CPI(M) and the CPI; certain other left forces like the RSP and the 
Forward Bloc were already with the CPI(M). The joint work of all these 
left forces, together with some other opposition (particularly secular) 
parties have yielded some positive results. The four all-India conferences 
. of opposition parties held in 1983-84 led to agreements on many issues of 
burning national importance. 

The Ieft parties, including the CPI(M) and the CPI, played a positive 
role in developing broader unity of action. The authoritarian attacks 
launched by the Central Government and the ruling party on the auto- 
nomy of states were partly rebuffed when the Central Government was 
forced to stay its hands in Andhra Pradesh. 
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Atstill another level, the left parties, together with some other 
democratic parties, organised a countrywide peace movement, culminating 
in a Central Convention in Delhi, participated in by the main fighting 
organisations of the working people—the trade unions, the kisan sabhas, 
the students, the youths, the women's organisations, etc. 

While this is a positive development which should hearten all those 
who are eager to forge the unity of the left developing into the still broader 
unity of left and secular opposition forces, it will be unwise to be blind to 
the obstacles in the way of the fructification of this idea. The reason is 
that, despite the broad area of agreements, there is a wide gulf ideologi- 
cally and politically separating the two Communist Parties and between 
‘them’ and other left parties. Тһе CPI(M) considers the CPI as having 
committed serious ideological-political mistakes of a right revisionist 
character which manifested itself within the united CPI before the 1964 
split and between the two Communist Parties since then. The CPI for its 
part not only denies this allegation but counter-charges the CPI(M) with 
having pursued a dogmatic and left sectarian line at the dictates of the 
Chinese Communist Party. The difference between the two approaches is- . 
so obvious that no serious activist of either Party can consider it possible 
to reforge their unity or revive the old United Party. 


United Action, No Merger 


This however does not negate the big possibilities of united action on 
a wide field. It was in view of these two aspects of the situation that the 
two parties agreed some time back to set up an All-India Co-ordination 
Committee. It is however regrettable that, instead of taking all disputed 
questions to the All-India Co-ordination Committee and sorting them out 
at that level, the CPI leaders insist оп CPI(M) toeing the CPI line on 
several issues which, they know, the CPI(M) can never agree to do. 

To take one instance, they want the CPI(M) to agree that the CPI 
has never committed revisionist or right opportunist mistakes and that 
theirs is a Marxist-Leninist Party. Some of them go to the extent of 
demanding an outright merger of the two parties since “all the differences 
between the two parties have been resolved" Everyone who has eyes to 
see will see that this will not work, that wbat is reasonable and practical 
will be for the two parties to develop unity of action on issues on which 
they agree while deferring the question of mutual differences for a more 
congenialfuture. Such an approach will facilitate broader unity of action: 
between the two parties and by them with other left parties. 


The Central Issue : Class Struggle 

The central issue involved in the question of left unity today is the his- 
toric reality that the political vanguard of the Indian working class is today 
pitted against parties and organisations some of which are oriented towards 
the working class but carry with them a lumber-load of non-proletarian : 
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ideas and practices. Many other radical partics and organisations are not 

even formally committed to the ideologies and practices of the working 

class. The Communist Party—the united party before the split and the 
CPI(M) since then—has been trying its best to assert the proletarian posi- 
tions as opposed to alien class positions which are represented and sup- 
ported by other (petty-bourgeois, bourgeois and even feudal) forces. The 
continuing class struggle in the realm of ideas, policies and practices is 
therefore inherent in the situation. 

This struggle however should be so conducted as to forge the broa- 
dest possible unity of anti-imperialist, anti-feudal, anti-monopoly and 
anti-authoritarian democratic forces. It is with this idea that the CPI(M) 
gives the perspective of a People’s Democratic Front which is necessarily 
led by the working class. The Left and Democratic Front which the Party 
advances as an immediate perspective, may not be led by the working class 
but the working class and its firmest allies—mass of peasantry—play a 
positive role in the Left and Democratic Front. While trying to develop 
such a Left and Democratic Front based on a programme which is opposed 

-to the programme of all bourgeois, landlord and petty-bourgeois parties, 
the CPI(M) strives to develop the broadest possible unity of action on the 
largest number of issues affecting the life of the people. 

To sum up, this overall review of the left movement in the country, 
the Left and Democratic Front which is in the process of formation now, 
is a continuation of but qualitatively different—different in its class content 
and therefore its ideology or world outlook, its political programme, the 
forms of its militant struggle, mode of revolutionary organisation, etc.— 
from the left that took shape exactly eight decades ago. While the latter 
was the path-finder of а new class—the bourgeoisie with its petty-bourgeois 
following—the present left movement symbolises a growing working class 
which is finding allies in the other anti-imperialist, anti-feudal, anti-mono- 
poly democratic forces, the mass of peasantry above all. 


1. М.А. Persits, Revolutionaries of India in Soviet Russia, Progress Publishers, 
Moscow, 1983. 

2. G. Adhikari (ed), Documents on the History of the Communist Party of India, 
Peoples Publishing House, 1982. 
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Struggle for the Ideological Transformation of 
the National Congress in the 1930s** 


THE Indian national movement was one of the most radical of the 


} 


anti-imperialist movements outside China. Its ideological development ^ 


occurred between the 1880s and the 1940s based on firm anti-imperialism 


anda programme of social and economic reform. From the beginning; 


the nationalist leadership displayed a certain anti-colonial strength. It 
- gradually generated, formed and crystallised into a clear-cut anti-colonial 
ideology. It evolved a clear, scientific and firm understanding and analysis 
of colonialism and spread it widely among the Indian people. Already by 
the end of the 19th century, the founding fathers ofthe Indian national 
movement had worked out a clear understanding ofthe three modes of 
colonial surplus extraction : (a) directly through taxation, plunder and 
large-scale employment of Englishmen ; (b) unequal trade by making India 
a hinterland for the production and sale of raw materials and purchase of 
metropolitan manufactures ; (c) investment of foreign capital. They had fur- 
ther grasped that the essence of colonialism lay in the subordination of the 
Indian economy and society as a whole to the needs of the British economy 
and society, and that India's colonial relationship was not an accident of 
history or a result of political policy but rather sprang from the very 
nature and character of British society. This understanding of the complex 
economic mechanism of modern imperialism was further advanced after 
1918 under the impact of the anti-imperialist mass movements and the 
'spread of Marxist ideas. Thus the national movement arrived at, and based 


-itself оп, a correct grasp of the central or primary contradiction of colonial 


India, the contradiction between colonialism and the development and 
interests of the Indian people. Moreover, at each stage of its development, 
the national leadership linked its political analysis to the analysis of 


colonialism. The national movement was thus placed on a firm, anti- 


colonial ideological basis. 


From the beginning, the national leadersbip emphasised the objective 


*Professor, Centre for Historical Studies, Jawaharlal Nehru University, New Delhi. 
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R of independent economic development including independence from foreign 
capital, the creation of an independent capital goods sector based on the 
latest technology and the foundation of independent science and technology. 
In the 1930s, the objective of economic planning was widely and universally 
accepted. 

The multi-faceted diversity of the Indian people was fully recognised. 
The political objective of unifying the Indian people into a nation was to be 
realised by taking full aceount of regional, religious, caste, ethnic and lin- 
guistic differences. Secularism was made a basic constituent of the nationa- 
list ideology. Similarly, the cultural aspirations of the different linguistic 
groups were given official recognition. The nationalist movement opposed 

l caste oppression and after 1920 made abolition of untouchability a basic 
constituent of its programme and political work. 

The nationalist movement was fully committed to parliamentary 
democracy and civil liberties. From the foundation of the Indian National 
Congress, the nationalist and other mass organisations were organised 
along democratic lines. From the beginning the nationalists fought for 
the freedom of the press, speech and association and other civil liberties. 
Tt was the national movement which undertook as well as accomplished 
the task of making parliamentary democracy and civil liberties indigenous. 

On the socio-economic plane, the national movement from the 
beginning adopted a pro-poor orientation and accepted and propagated a 
programme of reforms that was quite radical by contemporary standards 
and was basically oriented towards the people. Compulsory primary educa- 
tion, lowering of taxation on the poor and lower middle classes, reduction 
of salt tax, land revenue and rent, debt relief and provision of cheap credit 
to the agriculturists, protection of tenant-rights, .defence of trade union 
rights and of the worker's right to a living wage aad a shorter working 
day, higher wages for low-paid employees including the policemen, pro- 
tection and promotion of village industries, improvement in the social 
position of women, including their right to work and education and to 
equal political rights, and reform of the machinery of law and order includ- 
ing the jails, were some of the major reformist demands taken up by the 
national movement. 

Over ihe years, the nationalists evolved. a policy of opposition to 
imperialism on a world scale, and of expressing and establishing solidarity 
with the anti-imperialist movements in other parts ofthe world. On the 
one hand, from the 1870s, they made an effort to establish solidarity with, 
p and get the support of, the anti-imperialist sections of the British public 

life and firmly established the notion that the Indians hated imperialism 

v but not the British people ; on the other hand, from 1878 onwards they 

gave support to the anti-imperialist struggles of the Burmese people, tlie 
Afghans, the tribal people of the North West Frontier, the Chinese people 
at the time of the Síno-Japanese War of 1895 апа the I-Ho-Tuan (Boxer) 
Uprising, the Tibetan people, the people of Egypt and Sudan and the 
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people of other parts of Africa. The nationalists welcomed the Russian 
Revolutions of 1905 and 1917. From 1927, the Indian National Congress 
opposed imperialism in all parts ofthe world. It also took a clear-cut 
anti-fascist stand and gave active support to Lhe anti-fascist struggles of 
' the people of Ethiopia and Spain and the national liberation struggle of the 
Chinese people against Japanese aggression. 

The national movement gradually involved a large-scale politicisa- 
tion of the people and their active participation in the movement. The 
task of activising and mobilising the masses was propagated from the 
beginning-but was undertaken after 1918. Тһе Gandhian era politics 
derived their entire force from the militancy and self-sacrificing spirit of the 
masses. In particular, the national movement, starting out as the activity 
of the patriotic intelligentsia, succeeded in mobilising the youth, the urban 
petty bourgeoisie, the urban poor, rural and urban artisans, and large sec- 
- tions of the peasantry. 


П 


Indian nationalism during 1880-1981 was firmly rooted іп a correct 
critique of the character of colonial economy, but this critique was at the 
same time confined within the perspective of the capitalist character of 
modern economic development. Thus the national movement was under 
bourgeois ideological hegemony from the begnning. Though this hegemony 
penetrated deep and acquired great strength because it held ground for a 
long time during which it was unchallenged, it was not very conciously 
structured on a class basis. It was adopted in the 1880s to 1917 because of 
the absence or non-availability of any other path of development. Conse- 
quently, the socialist path did not meet strong intellectual resistance from 
the nationalists, once it emerged as an alternative after the October Revo- 
lution. : 


After 1919, when the national movement became а mass movement,. : 


Gandhi evolved and propagated a different, non-capitalist outlook but his ' 


socio-economic programme was not capable of challenging the basic- hege- 


.. mony of bourgeois ideology; nor did any contemporary see it in that light 


despite Gandhi's denunciation of modern industrial capitalist civilisation. 


Ш 


The impact of the Russian Revolution was felt widely and immediately : 


and. a left current developed from early 1920s within the ranks of the 
national movement and soon became a part of its ideological spectrum. 
Beginning with late 1920s, bourgeois ideological hegemony over the 


national movement was challenged in a serious manner by early Commu: . 
nist groups, Jawaharlal Nehru, Subhash Chandra Bose, and socialist- . 


minded individuals. The ideological struggle was intensified in the 19305 
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when these were joined by the Congress Socialist Party and the Royists 
Nehru's speeches and writings during 1933-36 played a vanguardist role. 
The Great Depression in the capitalist world, success of the Soviet 
Five Year Plans, the anti-fascist wave the world over, and the turn to 
Marxism among many British intellectuals were major positive influences. 
Leaders of the youth movement of late 1920s and of the volunters 
of. the Civil Disobedience Movement (CDM) turned to socialism 
under these influences as also their disenchantment with the Gandhian 
leadership of the CDM and the substitute for it after 1934 in the 
form of constructive programme and parliamentary activity. Most of the 
young intellectuals brought up during the 1930s turned towards socialism 
of one type or another. The rising peasant movements and trade unions 
increasingly moved left. The Congress Socialists and the Communists after 
1935 became active members of the Congress. Nehru stomped the country 
propagating socialism. The Congress was increasingly radicalised. This 
radicalisation found expression іп the Karachi Resolution in 1931, Nehru's 
Presidential Address to the Lucknow Congress in early 1936, the radical 
"programme adopted by the Faizpur session of the Congress in late 1936, 
the adoption of a radical election manifesto for the 1937 elections to pro- 
vincial assemblies, the formation of the National Planning Committee, the 
strident stand against war and fascism, and pro-peasant agrarian legis- 
lation by the Congress Ministries from 1937 to 1939. During this period 
several nationalist leaders and a large number of revolutionary terrorist 
leaders made the turn to Marxism, and the Communist Party and the 
Congress Socialist Party were able to acquire strong or even dominant 
influence over the Congress organisation in several parts of the country 
such as Kerala, Andhra Pradesh, U.P., and Orissa. The period was so 
favourable to socialist ideas that it appeared as if the left was on the verge 
. of ideologically transforming the Congress and the national movement іп 
a socialist direciion. But the opportunity was missed, the possibility was 
aborted. While the left grew in numbers—Nehru and Subhash became 
presidents of the Congress’ during 1936-39, the CPI, the CSP and the 
Royists grew in numbers in geometric proportions—and it was able to 
develop peasants and workers’ organisations, student movement, Progres- 
sive Writers’ Association and other similar cultural organisations, women’s 
organizations, publish left-wing journals and newspapers, popularise Mar- 
xism on a large scale, and develop sympathy and support for the Soviet 
Union, it failed to establish ideological hegemony over the national move- 
. ment, that is, to effect a basic transformation of the Congress ideology. 


v KP 2567- 


. Before the left could make a breakthrough in this respect, it had to 
be clear on the points оп which it demarcated itself from the right and 
relate these to the issue of ideological hegemony. In other words on 
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which terrain was the struggle for ideological hegemony to be carried 
out ? 

It is our hypothesis here that lacking understanding in theory or in 
practice or both of the role of the central or primary contradiction of 
colonial India, the nature of the popular mass movement led by Gandhi and 
involving millions upon millions of people—often pitting a single demons- 
tration of stike by 50,000 or 100,000 workers-in а single city against a 
massive all-India movement—the strategy of the dominant national leader- 
ship, rules and contours of hegemonic political struggle, an understanding 

‘of the different ideological currents on the national movement from the 
far left to the far right, the left, including the CPI and CSP and to a large 
extent Subhash Bose and pre-1937 Nehru, chose to fight the battle for 
socialist hegemony on a wrong terrain and on wrong issues and thus gra- 
dually frittered away the ground that attraction of socialism and Marxism 
had created. Consequently, the left groups and parties grew in numbers 
but lost the battle for ideological hegemony over the movement for 
n tional liberation. Furthermore, the left—the CPI and the CSP failed . 
to acquire political ground from which they could move towards becoming 
a hegemonic force in society and in the national movement. The left 
remained, and was to remain for decades after, a vent or a channel for 
popular grievances, the organiser of organized social protest, the hope of 
the oppressed ; but its political character was to remain that of a pressure 
group and not that of a leader of the masses contending for socio-political 
hegemony over society. 

The starting point of the left was the view that the nationalist 
leadership consisted of two wings, one right-wing or reactionary and the 
other left or revolutionary. Thus the starting point itself was faulty, for 
a popular, opcn mass movement is never like that ; it is always much more 
open-ended and a many splendoured thing. Right and left are not two 
nodal points but part of a wide ideological spectrum. 

In any case, the left defined the right wing in wrong, non-ideological 
terms, often seeing tactical questions in ideological terms and equating 
strategic perspectives with ideological positions. Instead of grasping the 
complex real world in an equally complex manner, the left first. conceived 
political India in terms of its criticism and critica] model and then success- 
fully criticised it. Quite often those who did not accept their understand- 
ing of the current political situation, who did not share their political 
perceptions or their current strategic and technical models were branded 
as right wing. Let us in this light examine some of the major issues on 
which the left fought its battles against the right. 

(4) Office Acceptance : -The decision to resume parliamentary acti- 
уйу during 1934-35 was seen by the left as a retreat from radical politics, 
a surrender of ideals and going back to the non-mass movement phase of 
pre-1919 years.? But the real large scale demarcation was made on the 
question of office acceptance. Office acceptance was seen as falling prey 
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to the imperialist strategy of cooption, cooperating “іп some measure with 
the repressive apparatus of imperialism’? and becoming “partners in the 
repression and in the exploitation of our people". It would meana 
surrender before imperialism.? Others were even less charitable. They 
saw it as a hall-mark of the rightist mentality, as the right's repudiation 
of, and alternative to, mass struggle, and as a symbol of the right's desire 
to cooperate with imperialism. It represented the class essence of the 
bourgeois-landlord classes. The proletariat, on the other hand, it was said, 
never stopped fighting or accepted constitutional phases. 

]t was not difficult for the other side to show that the left was wrong 
on the question, especially regarding the motive behind office acceptance, 
and that what was involved were questions of perception and strategy and 
not ideology. Those who favoured office acceptance denied that they were 
constitutionalists ; they were equally committed to combating the 1935 
Act. They argued for office acceptance as short-term tactical step which 
the national movement had to take in view of its incapacity at the moment 
. to resume the extra-legal mass movement ; but they argued that “real work 
lies outside the legislatures” and that for achievment of freedom a mass 
struggle was needed. The case for office acceptance was put forward by 
several leaders with a degree of clarity. J.B. Kriplani, for example, 
said : “Even in a revolutionary movement, there may be times of compara- 
tive depression and inactivity. At such times, whatever programmes are 
devised have necessarily an appearance of reformatory activity but they are 
all a necessary part of all revolutionary strategy". Nor was the issue of 
socialism involved in the debate. As T. Vishwanathan of Andhra put it : 
“То my socialist comrades, I would say, capture or rejection of offices is 


not a matter of socialism, I would ask them to realize that it is a matter of 


strategy”. 


The pro-office acceptance leaders agreed that there were pitfalls in- 
volved and that Congressmen in office could give way to wrong tendencies 
from corruption to cooption into the imperialist administrative and consti- 
tutional structure. But the answer, they said, was to fight these wrong 
tendencies and not abandon offices themselves. Moreover, the colonial 
government was determined to bold elections and implement the provincial 
autonomy part of the 1935 Act. Even if the Congress rejected office there 
were other groups and parties, mostly pro-Government, who were willing 
to assume office. If the Congress left the field clear to them, they would 
use the ministries to weaken nationalism and encourage reactionary and 
communal policies and politics. The basic question that the ministerialists 
posed was whether office acceptance invariably led to cooption by the 
colonial state or could ministries be used to defeat the colonial strategy. 
The answer, in the words of Vishwanathan, was: “Do not look upon 
ministries as offices but as centres and fortresses from where British 
imperialism is radiated”. In other words, the real question was the 
manner in which the provincial autonomy was to be worked and not 


24 SOCIAL SCIENTIST 

whether it was to be worked or not.’ It is also interesting that the left 
entirely ignored the fact that Gandhi was basically an extra-constitutiona- | 
list, till 1937 personally opposed to council entry and office acceptance, 
and put forward the constructive programme as a non-constitutional 
alternative to parliamentarianism. For example, he wrote in 1934, even 
when permitting those who wanted to participate in elections to do so: 
“T hope that the majority will always remain untouched by the glamour of 
council work. In Ив own place, it will be useful. But the Congress will 
commit suicide if its attention is solely devoted to the legislative work. 
Swaraj will never come that way. Swaraj can only come through àn all- 
round consciousness of the masses." 

(B) Collective Affiliation: А second issue picked up by the 
left for struggle and polemic against the right wing, especially during 
1935-36, was that of collective affiliation. Nehru proposed the widening 
of the mass base of the Congress and its identification with the interests 
of the masses by the collective affiliation to it of the workers’ and peasants’ 
organizations. While the objective was sound, the method. was surely 
spurious and manipulative. The notion that the masses could be brought 
into the Congress and its base could be radicalized only via affiliation of 
their class organisations was based on three assumptions : (a) that the 
Congress was a bourgeois organization and should have united front with 
workers’ and peasants’ organizations; (b) that the Congress was not a 
popular mass organization or movement but a united front of separately 
organized parties and classes which contended with each other for contro! 
over it; or (с) that the masses could not be brought into the Congress 
through direct membership of the organization. The question was whether 
the Congress as a popular organization-movement could be better 
radicalized through collective affiliation or through ideological-political 
work among the masses in the Congress and by bringing the radicalised 
masses into the Congress. In fact, could a popular mass organization exist 
by permitting such collective affiliation ? It seems that the left did not 
realise at the time that the Congress was not a conclave of parties and 
class organizations, a sort of body coordinating existing like-minded 
organisations, such as the Popular Front of France,or Communist- 
Kuomintang alliance of China, but a historically developed mass organiza- 
tion leading the freedom struggle. 

The right had little difficulty in showing that perhaps collective 
affiliation was put forward as an instrument for changing the balance of 
political and ideological forces inside the Congress in an artificial manner, 
as a sort of coup d'etat, by the left because it did not have the political 
support in the movement to do it any other way. In any case there was 
nothing right wing about opposition to this demand. Its rejection did not - 
debar the left in any way from organizing workers and peasants in their 
own class organizations or enrolling the workers and peasants into the 
Congress or carry on socialist propaganda and education within the 
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Congress, or for fighting for greater, and wherever possible majority, 
representation in the leadership bodies of the Congress. In fact, the left 
was able to do во without hinderance and even successfully in Kerala and 
toacertain extent in Bengal, Orissa, U.P. and Andhra. On the other 
hand, in a situation where kisan sabhas and trade unions were poorly 
organized in terms of properly enrolled membership, etc., even while 
acting as fighting organs of class struggle at the economic plane, any 
collective affiliation would surely have opened the floodgates of bogus 
membership and organizational manifestation. 

(C) Constituent Assembly: From 1935 onwards, the left rightly 
regarded thé slogan ofa Constituent Assembly, elected on the basis of 
adult franchise, to frame the constitution of free India as a revolutionary 
slogan. But the right dominated Congress had already put forth the 
slogan at Patna in June 1934 simultaneously with the decision to enter the 
legislative councils. The slogan was vigorously campaigned for later by 
the entire Congress. 

(D) Non-Violence : A fourth major issue that was constantly posed 
by the left was that of violence vs. non-violence. Instead of posing the 
question of non-violence in terms of its usefulness asa form of struggle 
and political mobilisation in the specific conditions of colonial India, it 
was projected in terms of class essence and abstract criteria on the assump- 
tion that methods ofstruggle have class essences. Non-violent struggle 
was seen to be a form of struggle which}was in essence ‘bourgeois-landlord’, 
and to it was counterposed the ‘proletarian technique of mass action'.? 
The communists and socialists regularly demanded revolutionary action 
which was defined, in the ultimate, as violence in general and armed 
insurrection in particular. The communists in particular made methods 
of struggle basic constituents of a strategic perspective, and as revolutioary 
or non-revolutionary in themselves. They often defined a strategy of 
struggle in terms of methods of struggle. 

Non-violence was one issue on which Nehru and gradually elements 
of CSP came to terms with Gandhi. The communists, on the other hand, 
not only made non-violence one of the points of demarcation from 
Gandhi's leadership and the existing national movement but made it one of 
the grounds for total opposition to Gandhi. 

(E) Militancy : The left also had a tendency to demarcate itself 
from the right on the basis of political militancy, especially verbal mili- 
tancy. It was mostly on this basis that election battle for the Congress 
presidentship in 1939 and the consequent split at Tripuri was defined as 
struggle between left and right. Thus a question of strategy and of per- 
ception of people’s readiness to struggle and the manner in which struggle 
should be started and fought was wrongly posed as an issue of left vs. 
right. Similarly, during 1939-41 and 1945-47, militancy was taken to 
define left-rightness, while in reality, as 1942 showed, this was a wrong 
point of demarcation. Се 
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(F) The Question of Strategy: There was a crucial difference bet- 
ween the strategy adopted by Gandhi from 1919 to 1947 and the strategy 
advocated virtually unanimously by the left during 1933-37. Under the 
Gandhian strategy, which may be described as Struggle-Truce-Struggle 
(S-T-S), phases of a vigorous extra-legal mass movement and open con- 
frontation with colonial authority alternate with phases during which 
direct confrontation is withdrawn, political concessions or reforms, if any, 
wrested from the colonial regime, are willy-nilly worked and silent politi- 
cal work carried on among the masses within the existing legal framework, 
which, in turn, provides scope for such work. Both phases of the move- 
ment are to be utilised, each in its own way, to undermine the twin ideo- 
logical notions on which the colonial regime rested—that British rule 
benefits Indians and that it is too powerful to be challenged and over- 
thrown—and to recruit and train cadre and to build up the people’s 
capacity to struggle. The entire political process of S-T-S was an upward 
spiralling one, which also assumed that the freedom struggle would pass 
through several stages, ending with the transfer of power by the colonial 
regime itself. 

The alternative left strategy was never put forward as such except as 
a carping critique of the Gandhian leadership ; nor unlike the Gandhian’ 
leadership did the left ever put its strategy into practice, the ground 
offered being the relative weakness of the left. For a short period, from 
1933 to 1937, Nehru gave adherence to the left strategy and also gave it a 
certain cogency and coherence. 

The left believed that the national movement should have a perma- 
nent mass and extra-legal confrontation and conflict with imperialism till 
it was overthrown. The movement might suffer setbacks and phases of 
upswing and downswing but these should not lead to a passive phase 
where open confrontation is withdrawn, some of the colonial institutions 
worked, and energy diverted to the non-political and non-class construc- 
tive programme. In the words of Nehru, the Congress must maintain “ап 
aggressive direct action policy’. The nationalist mass struggle must 
become perpetual and could go forward only through unconstitutional and 
illegal means. Once the masses enter and take over a movement, no half- 
way house is left. The left strategy may be characterised as Struggle- 
Victory (S-V). While the Gandhian strategy was based on the assumption - 
that a mass movement could not be carried on for a prolonged period,— 
that the broad masses, especially the landowning peasants could not sus- 
tain a mass movement for very long—and periods of rest and consolida- 
tion must intervene, the left assumed that masses once aroused never tire 
and were ready to continue fighting continuously, advancing from lower to 
higher forms of struggle ending with armed insurrection, till victory was 
won. 

` The left did not, however, at any stage believe that the Gandhian 
movement had a strategy. Consequently, it neither made an effort to 
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understand this strategy, nor did it subject it to.a serious critique from the 
perspective of an alternative strategy. Мо responsible leadership any- 
where would permit a movement it leads to operate outside the parameters 
of its broad strategy. Непсе ап effective critique of Gandhian leadership 
and its tactics at any specific period of time or its stand on particular 
issues could be made only if the critique extended to the Gandhian stra- 
tegy. Then alone could its strong and weak points have been understood 
and its historical effectivity seriously challenged or accepted. - 

Denying or failing to see any strategic perspective or conception to 
the dominant leadership of the Congress, the left critique of the leadership 
was based on the assigning of bourgeois class essence to it and the move- 
ment and organization it led. This then led the left to criticise this leader- 
ship, especially Gandhi, in terms of aot wanting mass struggle, getting 
frightened of mass upsurge especially when it became or tended to become 
“revolutionary”, that is, violent, putting breaks on the activity of the 
masses, curbing mass struggle, etc. Since the assumption was that the 
masses were always ready for struggle, and that the leadership had limit- 
less human resources at its command, and that therefore all that was 
needed was for the leadership, which was trusted by the people, to sum- 
mon them for struggle, any withdrawal or slackening of the movement or 
failure to raise it to ‘higher forms’ of struggle, or effort to confine it with- 
in non-violent limits was portrayed by the left, especially the communists, 
as betrayal under the pressure of bourgeoisie and landlords, who felt threa- 
tened, or because of its class essence. 

The fact was that the left had hardly any conception of hegemonic 
struggle, or of what Gramsci described as a war of position, or even more 
important, of a struggle which combined a war of movement (Satyagraha 
phase) with a war of position (non-Satyagraha or passive phase) when the 
hegemony of the ruling classes is eroded inch by inch and in every area of 
life. So far asthe left was concerned there existed only two political 
choices in the situation. In the words of R. Palme Dutt: “It is evident 
that two opposing conceptions of the campaign were possible, according 
to the conception of the aim. Either it was to be a decisive struggle of all 
the forces of the Indian people for the ending of British rule and the esta- 
blishment of complete independence (‘A Fight to the Finish’ in the terms 
of the official Congress History’s chapter-heading for the struggle), or it 
was intended to Бе а limited and regulated demonstration of mass pressure 
with a view to securing better terms and concessions from British rule,"!! 

Failing to understand the strategy of S-T-S, the left never raised the 
questions whether it was suited to the Indian political reality, including the 
semi-hegemonic, semi-suppressive character of the colonial state, whether a 
mass movement which involves millions of people in a continent-size coun- 
try could follow any other strategy, or more generally, were Gandhi’s 
technique and forms of struggle, for example, non-violence, law-breaking 
Satyagraha, constructive work, emphasis on political morality, open-func- 
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tioning, mere matters of principle and/or tactics or were they geared to 
a wider strategy designed for change in state power under semi-democratic 
and semi-civilized rule. And were the passive phases periods of bargaining 
with imperialism and periods of political weakness or were they essential 
to the strategy of anti-imperialist struggle іп terms of rest, consolidation, 
and préparation for another phase of mass struggle ? Did withdrawal of 
an active civil disobedience movement mean betrayal of the struggle or was 
Gandhi's claim right that “suspension of civil disobedience does not mean 
suspension of war"? and that it meant carrying on the war by other 
means ? F 

Because of the failure to understand the S-T-S strategy and the role 
of the periods of truce or passive phases, the left also failed to understand 
and therefore meaningfully criticise the role of constructive work, 1t was 
branded in a rather simple manner as “reactionary” simply because it did 
not explicitly take up the political and economic demands of the masses.!? ' 

(G) Class Adjustment: А very important ground for the strong left 
attack on the right was because of the left's failure to fully and properly 
understand the role of class struggle within Indian society in the context of 
colonialism or the role of inner contradictions within Indian society vis-a- 
vis the primary contradiction between colonialism and the Indian people 
as a whole. 

The left rightly emphasized the organization of the workers. and 
peasants in their class organizations such as trade unions and kisan sabhas 
and the necessity of fighting for their class demands and the organization 
of popular struggles around them. It also recognized in theory or in its 
programmatic documents the primacy of the primary contradiction. But it 
did not in practice, in its policies, and even in its programmatic рго- 
nouncements know how to correlate the two, how to combine class strug- 
gles with the primary contradiction, that is, how to wage class struggles 
within the camp of the people in a non-antagonistic manner, 

By any reckoning, the inner class contradictions within colonial 
society had to be fully recognized and not ignored and overlooked as the 
right often did. At the same time, they had to be seen as secondary to, 
and therefore subordinated to, the primary contradiction. While the 
right had to be opposed when it propagated that interna] contradiction 
should be overlooked and all class struggle suspended for the duration of 
the national liberation struggle, the left had to see the internal contradic- 
tions as contradictions within the camp of the colonial people ; and class 
struggles based on them had to be fought in а non-antagouistic fashion. 
Treating the inner contradictions as secondary or in а non-antagonistic 
manner as being within the camp of the peop.e would mean not pushing 
class struggles within Indian society to their limits. Jt would mean making 
class adjustments among the mutually hostile Indian social classes. The 
objective of class struggles had to be to create a new balance of class-forces 
and class gains at the point of production and not the overthrow. or 
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expropriation of the Indian exploiter class. The attempt was to 
an improved socio-economic environment for the working people a 
their liberation from class exploitation. In other words, the right was to 
be criticised and opposed when it objected to organization of the exploited 
classes or class struggles as mass movements around their class demands 
but not when it proposed class adjustment and confining of class struggles 
within the parameters of broad unity within all sections of the Indian 
people. The left tended to do the very opposite. 

Interestingly, the right agreed at Karachi in 1931 and after, to the 
organization of the Indian masses into their various class organizations 
such as trade unions and kisan sabhas—it even organized them inits own 
way especially when facing the colonial state as an employer, as in the 
railways or foreign enterprises. It also did not object to struggles around 
the class demands of the workers and peasants even when internal exploiters 
were involved". But it precisely said that class struggles should be adjusted 
and fought for іп a nonantagonistic manner and therefore without physi- 
cal violence against the internal exploiters or without being pushed to the 
extreme of demanding their liquidation as a class. Consequently, it agreed, 
though often under pressure of the left, to the embodiment of radical, 
though adjusted, class demands— demands on this side of the total liquida- 
tion of class exploitation and exploiters—within the Congress programme 
at Karachi and Faizpur and in the Election Manifesto of 1937. It also 
agreed to have supporters of class struggles as Presidents for 1936 to 1938 
and as members of the Working Committee”. 

In this regard, one cannot help but notice the complete contrast 
between the politics of the left in India and in China. In India the 
left gave the slogan of fighting inside the Congress against the policy of 
*‘class—collaboration”’ (thus making the multi-class organization an instru- 
ment of class struggle!) and class adjustment. The АП India Kisan Sabha, for 
example passed a resolution in March 1938 strongly condemning 'the theory 
of class collaboration, i.e., the principle that the interest of the exploited 
classes сап be adjusted and reconciled within the framework of the present 
society.' The resolution further stated: "This Sabha is convinced that such 
collaboration even on the excuse that the anti-imperialist struggle demands 
such a policy for the sake of the so-called national unity, can result only 
in perpetuation of economic enslavement and checking the growth of the 
struggle of Swaraj for the masses... This Sabha deems its duty to carry on a 
relentless fight against the advocacy and propagation of such a theory..." 
Instead of seeing class adjustment as a necessary weapon in the anti-impe- 
rialist struggle, the Sabha saw it as a policy that would end "ultimately in 
а settlement between the traditional exploiters of the masses and imperia- 
Jism for а more stable and intensive exploitation of the masses.^'!9 

The task of integrating the anti-imperialist struggle with class 
demands or class struggles was accomplished in a very different manner by 
the Chinese and the Vietnamese commuinst parties in the 1930s. In the 
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face.of the imperialist enemy, or a situation in which the entire soeiety, 
irrespective of class divisions, faced a common colonial or colonising enemy, 
class struggle was to be adjusted, with all mutually hostile classes within the 
colonial or semi-colonial society making concessions to one another. The 
classical Marxist position in this respect though initiated by Marx and 
Engels", was fully developed by Mao Ze Dong during the anti-Japanese, 
struggle of the Chinese people.7® 

To subordinate the class straggle to the present national struggle to 

resist Japan—that is the fundamental principle of the united front... 

In a nation which is struggling against a foreign foe, the class struggle 

assumes the form of national struggle, a form indicating the consis- 

tency of the two. On the one band, the economic and political 
demands of the classes during the historical period of national struggle 
should be based on the condition of not disrupting the cooperation 
of these classes; on the other, allthe demands of class struggle 
should start from the requirements of the national struggle. 

And again:? 

It is a settled principle that in the anti-Japanese War everything 

must be subordinated to .he interests of resistance to Japan. Therefore 

the interests of the class struggle must not conflict with, but be sub- 
ordinated to, the interests of the War of Resistance. But the classes 
and class struggle do exit....We do not deny the class struggle, but 
adjust it...In order to unite against Japan we should carry out a suit- 
able policy that can adjust the class relations. 

Mao also explained what he meant by class adjustment: 

The workers should demand that the factory owners improve their 
material conditions, but at the same time they should work hard in 
order: to facilitate resistance to Japan; the landlords should reduce 
rent and interest, but at the same time the peasants should pay rent 
and interest to the landlords and unite with them against foreign 
aggression. 

The Vietnamese communists too, practised and wrote about class 
adjustment in the same fashion"? Interestingly enough, the Communist 
Party of India too practised class adjustment during the period of the 
People’s War once they located the primary contradiction in the antifascist 
struggle on a world scale.95 Moreover, unlike Mao and the Chinese 
Communist Party, the CPI adjusted the class struggle in an empiricist 
fashion without theorising it in terms of relation between primary and ` 
secondary contradiction or antagonistic and non-antagonistic contradictions. 
We may also note that Sahajanand Saraswati who would not give an iota , 
of concession to or make any accommodation with the Congress Ministry 
during 1937-39 was openly asking the peasants not to struggle against the 
zamindars during 1942-44. ie 

Thus the point of contention had to be not class adjustment but the D 
terms on which it was to Бе made and the manner in which class struggle 
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* was provided for within the parameters of colonial society and the anti- 
imperialist struggle. 

Then, there was specific demand for the abolition of landlordism 
without compensation. The right wing was, again wrongly, defined as all 
those who opposed this demand. In semi-colonial countries, where state 
power is shared or even largely wielded by domestic classes, mainly land- 
lords and compradors, the political objectives of the struggle alternate. 
Sometimes the struggle against feudalism and for liquidation of landlor- 
dism becomes primary because while remaining an enemy colonialism is 
not and cannot become the target of the immediate and main political 
movement for arousal of the people and struggle for state power. 
Examples are Chinese struggle from 1922 to 1934, whose direct targets 
were the warlords with their social base among the landlords, and the 

- Civil War, 1946-49, whose task was the overthrow of Chiang Kai-Shek's 
power. In both cases agrarian revolution took the centre of the stage. 
On the other hand, when colonialism directly threatens or rules, the 
colonial state or colonial state-to-be become the immediate targets of mass 
mobilization and the struggle for abolition of landlordism is either not 
taken up or abandoned. This was the case in China in 1918-19 and 1937- 
1945 and in Vietnam after 1939. 

In India colonialism ruled directly; none of the Indian social classes 
shared in state power. Therefore the slogan of complete liquidation of 
landlordism or agrarian revolution was invalid throughout. The radical 
demands could only be for the mitigation of its harsh aspects. The 
bourgeois democratic stage of revolution was directed against feudalism 
in Europe; in India it had to be directed against colonialism. The mixing 
up of'anti-colonial and the agrarian revolution here was a mixing up of 
recipes, not good for the health of the national movement or the left. 
Furthermore, class adjustment was not to be a fixed position. It would be 
a moving point on a wide spectrum. As the national movement advanced 
class organization and class and anti-colonial consciousness of the working 
people advanced, and as the national movement shifted leftwards, the 
level of class adjustment would also shift ‘leftwards’ towards positions 

- more favourable to the working people. This is what happened in concrete 
practice. For example, the left-led Кіѕап sabhas did not anywhere, in 
British India, wage an actual mass struggle for the abolition of land- 
lordism. In Kerala, for example, the peasant struggle started with demands 
for abolition of begar and social oppression, moved on to demand for 
abolition of illegal cesses, and advanced to fight for permanent tenancy 

. and no ejection. Similarly, the most advanced peasant struggle of pre- 

^  independence.British India, the Tebhaga, was for reduction of rent and 

' "motitsabolition, The slogan of land to the tiller remained an annual 

.. fesolution of kisan sabha conferences and did not become, at any stage, а 
concrete slogan for peasant mobilization. It isalso interesting that as we 
have pointed out earlier, over the years, starting with 1931, the right 
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agreed to go quite far vis-a-vis londlordism (and usury), short of its 
liquidation. And in 1945, the Congress Working Committee accepted, at 
the level of a resolution, the policy of abolition of all intermediaries 
between the state and the actual cultivators. : 

(H) Compromise with Imperialism: Above all, all the wrong ER 
on which the left demarcated itself from the right combined and culminat- 
edin the view that the right wanted “compromise with" and “surrender 
to" imperialism. This was the most serious error of them all, for the 
right-wingness of the right was not to be and could not be located in its 
approach towards imperialism. Instead of seeing all the issues discussed 
above or the different positions taken up by sections of national leadership 
оп them as aspects of differing anti-imperialist strategies, or of tactics 
based on differing perceptions of the political situation, balance of political 
forces, nature and position of the enemy, the state and level of people’s 
politicisation and preparedness to struggle, and the role of different politi- 
ca! gronps and social classes, the left regarded them as barometers of the 
degree of anti-imperialism of different political trends within the national 
movement. The right’s positions on these issues were seen as aspects of 
the proclivity of the bourgeoisie and therefore the dominant Congress 
leadership (Congress leadership being always equal to the bourgeoisie) to 
bargain, collaborate and compromise with and surrender to imperialism. 
Any suppleness in negotiations, any change in tactics of frontal confronta- 
tion, etc., in the extremely complex struggle against a semi-hegemonic and 
politically subtle enemy with great deal of political resources at its 
command was seen as betrayal of the movement. 

Consequently, the consistent anti-imperialism of the national move- 
ment and its dominant leadership was missed, and the left waged a fight 
with the right on an issue anda premise which guaranteed its isolation 
from the mass of the people. After all, who, except those intoxicated with 
their own words, would believe that Gandhi or Sardar Patel or Maulana | 
Azad were soft towards imperialism, not to speak of being betrayers of 
nationalism. The right, on the other hand, once again scored. It did not 
question the patriotism of the left and insisted on .unity of all patriotic 
trends, left or right. The CSP and CPI both were guilty of this blunder 
during the 1930s. ‘Nehru escaped isolation from the people because, . 
despite his sharing of many of the left positions оп other issues, he did 
not, except for a brief period, question the total anti-imperialist commit- 
ment of Gandhi and the right wing of the Congress. The CSP and 
communists too survived and grew after 1935 because in most parts of 
the country, especially in Andhra, Kerala, and Tamil Nadu, where they 
were led by P. Sundarayya, they came before the people as Congressmen 
and as builders of the Congress. 

' The most vulgar form in which the theory of the right's tendency to 
compromise with imperialism was put was by Subhash Bose during and 
after his election to the presidentship of the Congress. During the 
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campaign, Bose accused the rightist majority of the Working Committee 
of working fora compromise with the Government on the question of 
federation having even drawn up a list of prospective central ministers, 
-and therefore of not wanting a leftist—himself—as the president of the 
Congress. The best comment on this style of distinguishing the right from 
the left was made by Jawaharlal Nehru in a letter to Subhash Bose, dated 
4 February 1939:21. 

I do not know who you consider a Leftist and who a Rightist. The 

way these worlds were used by you іп your statements during the 

presidential contest seemed to imply that Gandhi and those who are 
considered as his group іп the W.C. are the Rightist leaders. Their 
opponents, whoever they might be, are the Leftists. That seems to 
me an entirely wrong description. It seems to me that many of the so- 
called Leftists are more Right than the so-called Rightists. Strong langu- 
age and a capacity to criticise and attack the old Congress leadership 
is not a test. of leftism in politics.... I think the use of the words 

Left and Right has been generally wholly wrong and confusing. If 

instead of these words we talked about policies it would be far better. 

What policy do you stand for? Anti-Federation, well and good. I 

think that the great majority of the members of the W.C. stand for 

that and it is not fair to hint at their weakness in this respect. 

Even the CSP and the Communist Party shied away from supporting 
Subhash Bose at Tripuri in March 1939. Explaining its position, the CPI 
declared that the interests of the anti-imperialist struggle “demanded not 
the exclusive leadership of one wing but a united leadership under the 
guidance of Gandhi".? But this was pragmatism. No theoretical or 
political lessons were drawn from the episode. The CPI continued to 
criticise the Congress Ministries not on grounds of ideology or policy 
weaknesses or even class bias but because the Congress leadership, represen- 
ting the upper classes, and out of the fear of the advancing working class 
and peasant movements, was increasingly compromising, cooperating and 
collaborating with imperialism and working the 1935 Act in accord with 
British plans and policies and as organs of imperialist administration. 

This line of critique by the left had full play during 1939-41 and 
culminated in 1947-48 when the achievement of freedom in 1947 was 
portrayed as false freedom (Yeh Azadi Jhooti Hai) and as capitulation of 
the national leadership before imperialism because of its fear of the 
revolutionary movement of the post-war years. 


IV 


If the Congress right was nationalist first and right wing later, where 
was its right wing character to be located. In our view, it was to be locat- 
ed in its ideology or in its social vision of a free India. The Congress 
right continued to accept the confines of a bourgeois perspective of social 
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development. Apart from the ideological realm, its differences with the 
left lay in the social, class content of.the Congress programme, in the 
nature of the socio-economic structure of frée India, and on the question 
of class struggle. Interestingly, on the question of social content of the 


movement most of the right-wing leaders were willing to go quite far іп” 


accommodating the left so long as the changes were within the parameters 
of class adjustment and peaceful change. The reason why most of them 
could cooperate first with Nehru and then with the Congress Socialists and 
adopt a non-hostile attitude to the communists was because they were not 
reactionary in the way the left defined them but were more akin to the 
radical democrats of 19th century Europe or contemporary China. and 
other countries of Asia. In other words, they were bourgeois in their out- 
look but reformistically or radically so. 

This understanding of the right would once again indicate that. the 
main edge of the left’s struggle vis-a-vis the right had to be at the levels 


of ideology, a visibly greater capacity to suffer, sacrifice and work in the- 
national movement, and the organization of workers, peasants, the youth, 


petty bourgeoisie and the intelligentsia, without pitting their organizations 
against the Congress. In fact, the rapid growth of the left in the 1930s 
was due more than any other factor to the ideological attraction of socia- 
lism and Marxism. Another major factor was the reputation that the 
leftists acquired as the most hard working devoted and sacrificing of the 
anti-imperialist fighters. 

“Тһе primacy of ideological struggle under colonial conditions so far 
as the left was concerned had another aspect. Since no anti-colonial 
movement could take up the task of the abolition of private property, the 
socialist project could not be given a programmatic shape except in the 
ideological realm. So long as colonial rule persisted, there could be no 
struggle for socialism, only struggle for organization of the working people 
and for the amelioration of their social condition, which meant not only 
economic amelioration but also social amelioration around women’s ques- 
tion,.caste and secularism, and for socialist ideology and the ideological 
transformation of the national liberation struggle. The heart of right wing 
was, for example the ideology at the back of class adjustment and the 
terms of class adjustment and not the notion of adjustment itself. But 
waging ideological struggle was ап extremely difficult and complex task 
requiring а deep understanding of the Indian social reality and culture, on 
- the one had, and of Marxism on the other. The task was made even more 
difficult because the struggle had to be waged in a non-antagonistic fashion, 
that is from within the camp of the people. The left also found the task 
difficult because of its shallow, easily acquired Marxism—most of its leaders 
had not themselves gone through the prolonged process of acquisition of 
the new ideology—especially when it was faced with the extremely com- 
plex, contradictory, and socially radical ideologies embodied in Gandhism 
and radical democracy. Precisely because the right readily accommodated 


STRUGGLE FOR IDEOLOGICAL TRANSFORMATION 35 


left demands, policies and progamme the left found it difficult to contend 
with the right and with Gandhism in ideological terms. It therefore took 
recourse to the easier, though politically costly, course of defining the 
right as soft towards imperialism. Similarly, unable to grasp the Gandhian 
strategy and the consequent capacity of Gandhi to politically arouse and 
mobilise the people, the left misrepresented the struggle over strategies in 
terms of their own uncompromising anti-imperialism and compromising, 
half-hearted anti-imperialism of Gandhi and tbe right wing. 

A popular mass movement, especially in colonial conditions, had to 
be open-ended, without definite hegemony or class character. It had to be 
a multi-class movement rather than а mere alliance of classes. It could 
not be, nor was, movement of the bourgeoisie, national or otherwise. 
Nationalism, or anti-imperialism, in a colony did not represent only the 
ideology of the bourgeoisie or express only the bourgeoisie's contradiction 
with imperialism. It represented the entire colonial society's contradiction 
with imperialism. The question here was, would one be a nationalist from 
the bourgeois perspective of social development or from the socialist point 
of view. Another way of looking at the reality was to grasp that the task 
in India was not that of the working class or the left groups and parties 
supporting bourgeois nationalism because of its historically progressive 
- character, but that of waging the nationalist struggle because it was the 
struggle of the Indian people, including that of the working class. 

The Indian national movement had from the beginning, even when 
it accepted the bourgeois pattern of social development as its objective, 
two very important positive features. One was its basic orientation to- 
wards the people and acceptance of the notion that politics must be based 
on the masses who must be politicised, activised and brought into politics. 
The other was its ideological open-endedness ; it was open to competition 
and contention by different ideological currents. Even in the Gandhian 
era only two conditions were laid down for becoming a part of the 
Congress anti-imperíalism and non-violence as a tactic or policy (not neces- 
sarily as a principle). Even those ideological curreats were permitted to 
continue which were committed to capturing or transforming the Congress 
or which openly stood out as alternatives to it. The top leadership of the 
movement did not at any stage, from 1870 onwards, give way to its contem- 
porary right-wing ideologies. The Revolution of 1917 was given warm 
welcome. Тһе Soviet Union was admired and supported throughout. The 
left cultural currents of Europe, Asia and Americas bad an immediate 
impact. For example, Gorky's Mother was translated in Indian languages 
by Congressmen in the late 1920s and early 1930s and was one of the most 
widely read books of the time. The Congress supported anti-imperialist 
movements irrespective of the political colour of their leadership. Marxism 
found a ready welcome and no strong anti- Marxist intellectual current 
developed in the nationalist ranks till 1947. Leftleaders and groups and 
parties were пої subjected to isolation. Interestingly, at no stage did a 


` 
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break in the Congress occur over ideology. In other words, the Indian Ж 


- national movement and Indian National Congress, the organization which 


led it, were quite open to transformation towards a socialist perspective. 
y 


Even in terms of ideological struggle and transformation there exist- 
ed scope for wrong understanding and approach. Even in its ideological 
practice, the left made a major error because it failed to understand the 
specific historical context and character of the Indian national movement. 
While correctly noting the bourgeois social developmental perspective 
and ideology of a large part of its leadership, it failed to see the signifi- 
cance of the increasingly radical socio-economic-political programme and 
policies of the movement and the intermediate, popular ideological posi- 
tions of Gandhi and many other segments of the nationalist leadership. 
Ав pointed out earlier, the left did not systematically analyse or explain or 
even ask as to what were the components of the ideology of what they 


described as the right.” 
Above all, Gandhi was not only put in the right-wing camp, espe- 


cially by the communists, but was even seen as the ideological fountain- 
head of the right. But Gandhi could be put in the right wing only if the 


‘assumption was that any опе who did not accept Marxism was a rightist, 


or that if an ideology was not socialist it had to be bourgeois, or that if a 
movement was not under socialist ideological hegemony it must be under 
bourgeois or bourgeois-landlord hegemony. Thus, it is correct that Gandhi 
did not accept class analysis of society, class struggle and socialism as 
‘Marxists would define it. Не was not а socialist in the scientific sense of 
the term. But he was committed to basic changes in the existing social 
order and judging from his overall ideological framework and his stand on 
“economic, social and political issues during the 1930s, he was not а bour- 
geois or feudal either. He was certainly not committed to the preserva-: 
tion of private property. His stand favouring nationalization of large- 
scale industries, on exploitation inherent in capitalism and landlordism, on 
land to the tiller, against untouchability, on civil liberties, and on many 
other issues created constant openings for any pro-poor programme, 
policies and ideology and therefore for cooperation between Gandhi and А 
Gandhians and the left. Nehru and later, after 1944, the Congress Socia- 
lists did take note of this aspect of Gandhism. But the communists did not 
raise the important question : To what extent was Gandhi’s overall social 
ideology with its orientation towards the lowly, the exploited and the | 
down-trodden open to transformation in a socialist direction though not 
by him but by socialists? In other words, were the Marxists to oppose 
him and expose him or was it possible for them to interact with Gandhi, 
his thought and the Gandhian cadre and through ideological struggle, 
though in a non-antagonistic manner, to shape the national movement in 
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a socialist direction ? The communists and the CSP of the 1930s did not 
raise this question ; they did not even make a serious study of what Gandhi 
and Gandhism were by analysing their writings or their social practices. 
Instead, they decided to see in Gandhi a total rival rather than an ally. 
They opted for the line of regarding him as the main hurdle to the growth 
of socialist ideas and movement and therefore of isolating him from the 
radical-minded youth, a task in which they were quite successful but at the 
cost of losing all chances of hegemonising the national movement as a 
whole. They showed intense hostility to Gandhi, non-violence, construc- 
tive programme, his tactical withdrawal of the movements, еіс., and con- 
centrated on ‘exposing’ them. The tactical line adopted was to unite all 
the left-wing forces in a concerted attack on Gandhi and the right.” And 
anybody on the left who put forward a different view, for example, Nehru, 
was not spared, especially during 1940-41. 

Similarly. the overwhelming majority of the Congress cadre were not 
socialists or Marxists but were not ideologically right wing either. Іп fact, 
throughout the 1920s and 1930s the area of popular politics based on wide 
popular demands and issues was growing and the majority of the nationa- 
list cadre were getting attracted to socialism and socialist ideas. But 
because of the left’s treatment of Gandhi and the Gandhians ав hostile 
elements and as the agents of the upper classes, and by making leftism 
coterminus with anti-Gandhism, vast mass of these radically-oriented 
cadre were pushed away. They remained apathetic to Marxism and con- 
tinued to remain under bourgeois ideological hegemony. A vast number of 
potential allies and supporters of socialism were lost. 


УІ 


In the end, we may suggest that in the context of a popular anti- 
colonial movement, the socialist alternative had to be posed not in terms 
of its leadership by the working class or by a working class party but in 
ideological terms, that is, as a moral and intellectual and social develop- 
mental alternative and not а class alternative. А major task of the left 
was to give Indian nationalism a new socialist ideological orientation and 
notstruggle to create alternatives to the existing national movement or to 
Gandhi's leadership. Nehru, in a way, had an instinctive grasp of the 
correct approach in this respect. Throughout the 1930s, he pointed to the 
inadequacy of the existing nationalist ideology and the hegemony of the 
propertied classes over it, and stressed the need to inculcate a new socia- 
list or Marxist ideology, which would enable the people to study their 
social condition scientifically, to give the Congress a new orientation, and 
to win over the others in the Congress to the new ways of thought. Several 
chapters of his Autobiography, written during 1934-35, were an ideological 
polemic against Gandhi but couched ina mild, friendly, even reverential 
fone. At the same time, he defended the Congress from hostile criticism 
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from the left, stressing and analyzing the possibilities of its transformation 
in a socialist direction. 


Ф 


8. 


The entire wrong approach of the left over the years is codified іп В. Palme 
Dutt’s work, India Today, 1948 edition. 

The left saw the earlier Swarajist Phase of 1924-29 as cooperation with imperia- 
lism and the result of vacillations of the bourgeoisie, 

Jawaharlal Nehru, Selected Works, Vol. 7, p. 185-86. 

J.B. Kriplani, speech at Lucknow Congress, іп А.М. and S.G. Zaidi, editors, 
The Encyclopaedia of the Indian National Congress, Vol. 1.10, p. 48. 

Ibid , p. 42. 

Ibid., p. 142. 

The decision of 1934 to withdraw a movement which had declined and to go in 
for elections closely resembled the 1951 decision of the CPIto withdraw the 
call for overthrow of the Government and to go in for elections, Similarly, the 
decision to accept office in 1937 was similar to the Communist decision to form 
ministries in Kerala in 1957, 1967, 1969 and 1977 and in West Bengal in 1967, 
1969 and 1977 and in Tripura in 1977. Butit is surprising ihat despite this 
later practice, almost all left-wing historians continue to describe the advocacy 
of council-entry in 1934 and office acceptance in 1937 as right- -wing policies or 
decisions. 

The Collected Works of Mahatma Gandhi, Vol. 58, 


8. (a) Even when direct membership was involved, the Congrese failed to avoid 


10. 


11. 
12. 
13. 


А 


these two evils, especially after 1937. Trade unions till this day suffer from this 
aspect and no mechanism has been evolved so far to avoid it when it comes to 
measuring the relative strength of various trade union centres, Consequently, 
we have the spectacle of the AITUC being relegated to a position far below 
that of the INTUC and the BMS. 

Just as in recent years all talk of peaceful coexistence or settlement of struggle 
between the socialist bloc and the imperialist bloc has been portrayed as 
revisionist concession to bourgeois outlook. Same is the case with the political 
line of parliamentary road to power adopted by Italy, Great Britain, etc. The 
point of course is that these may be wrong politically, but they are not manifes- 
tations of a right wing or bourgeois-landlord essence. І 

This lack of understanding is clearly revealed іп К. Palme Dutt's writing. On 
the one hand, he says "that nothing whatever had been gained" as a result of 
the Gandhi-Irwin Pact, and in fact, “all the aims of complete independence 
and no compromise with imperialism, so loudly proclaimed at Lahore, had 
gone up in smoke" : and similarly the 1932-34 struggle ended with a fiasco. On 
the other hand, he writes: “The unhappy final ‘ending of the great wave of 
struggle of 1930-34 should not blind us for a moment to its epic achievement... 
Within two years, after all those heavy blows, the national movement was 
advancing again, stronger than ever. The struggle helped to forge and awaken 
a new and greater national unity, self-confidence, pride and determination". 
Dutt is utterly unaware that the ‘epic achievement’ was related to the strategy 
of the struggle ; the strategy was precisely designed to achieve this result. This 
is what hegemonic struggle is all about. 

К.Р. Dutt, op cit., рр. 348, 353-55. 

Ibid., p. 339. 

Collected Works, Nol. 67, p. 226. 

The post independence Rhistory of India, as. so nearly 100 years of West 
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European and 0.5. history, show that one of the most difficult but necessary 
political tasks is to provide political activity to the cadre as also the people 
during the inevitable intervals between mass movements. іп fact, failure to 
provide meaningful activity during these intervals has led to these intervals 
being so prolónged that mass struggles appear to be short intervals between 
long periods of passive phases. 

For example, in Gujarat, Sardar Patel and others supported Halpatis—bonded 
labourers—to fight against bondage. In 1931, Sardar Patel as president of 
the Congress and Gandhi sanctioned the no-rent campaign in U.P. 

These steps have oftcn been seen as right manoeuvres or the rights efforts to 
coopt or bamboozle the left. А better explanation is that the right recognized 
the need to build a wider popular movement based on class adjustment, etc, 
c.f. Francine Frankal, India's Political Economy 1947-77, pp. 35. 

N.G. Ranga, Kisan Handbook, p. 71. 

Ireland and the Irish Question, Moscow, 1971. 

Dong, Mao Ze, Selected Works, Vol. Two, London, 1954, p. 264. 

Ibid., p. 250. Emphasis added. 

Ibid., p. 263. 


20 (a). For details of their stand as also Mao Ze Dong’s, see Bhagwan Josh ‘Minis- 


tries and the Left", Mimeo. 


20(b). This is what P.C. Joshi, then General Secretary of the CPI wrote to Gandhi 


21. 


22. 


23. 


24. 


25. 


in 1945 regarding the party's class struggle policy during the War. “We gave 
up our strike policy because we considered it anti-national in the conditions of 
the day....That we successfully prevented the Indian working class from 
resorting to strikes even in a period of their worsening national conditions is 
the measure not only of our influence over it but its capicity to understand 
national interesets as its own. Correspondence Between Mahatma Gandhi and 
P.C. Joshi, p. 12. 

Jawaharlal Nehru, A Bunch of Old Letters, Bombay, p. 309. 

National Front, 19 March 1939. 

Ав pointed out earlier, the Congress right did not share any of the attributes 
of European, or Arab, or Latin American, or Chinese of Japanese right wing 
of the 1920s and 1930s. Nor did it have much in common with what was 
known as the right in Europe in 19th century (Guizet, Theirs, Bismark, British 
Tories or even Liberais, and so оп). 

Gandhi's theory of trusteesphip, opposite of Marxism, was not used by Gandhi 
to justify the existing pattern of property relationships and was constantly 
developed by Gandhi and Gandhians in a more radical direction. 

There were a few contrary voi.es See, for example, S.G. Sardesai in National 
Front, 30 April 1939. Тһе hostility to Gandhi was codified іп R. Palme 
Dutt’s India Today and has, on the whole, held sway since then. See, for 
example : Gandhi "was the most subtle and experienced politician of the older 
group". He was "the asectic defender of property in the name of the most 
religious and idealist principles of humility and iove of poverty”. He was 
“the prophet who by his personal saintliness and selflessness could unlock the 
door to the heart of the masses where the moderate bourgeois leaders could 
not get a hearing—and the best guarntee of the shipwreck of any mass move- 
ment which had the blessing of his association. This Jonah of revolution, this 
general of unbroken disasters was the mascot of the bourgeoisie in each waye 
of the developing Indian struggle". Regarding the period 1928-29, Dutt wrote : 
“All hopes of the bourgeoisie (the hostile might say of imperialism) were fixed 
on Gandhi as the man to ride the waves, to unleash just enough of the mass 
movement in order to drive a suceessful bargain, and at the same time to save 
India from revolution", Judia Today, p. 334. 


KAPIL KUMAR* 


Ideology, Congress And Peasants In 1930s : 
Class Adjustment Or Submission ? 


FROM THE time the Indian National Congress entered the phase of 
mass politics and mass struggles till the coming of independence one crucial 
question which bothered the British was, what would be the attitude of 
Congress towards the agrarian issues— particularly the no-rent demand of 
the peasantry ? The official literature reveals the concern over this issue for 
it was the peasantry which provided the bulk of man power for the 
Congress in the course of the freedom struggle. To analyse the Congress 
attitude towards the peasants and gise versa we have to take into account 
the various roles of the Congress—as a platform, as ап organised political 
party, in the course of mass movements and while in power (1937-39). This 
relationship in the light of the Indian National Movement (INM) has been 
studied by historians of various schools—Nationalist, Colonial, Marxist, 
Liberal, Subaltarn, etc. The most recent analysis has been put forward by 
the Neo-Nationalist historians while discussing the ‘long term dynamics’ of 
the Indian National Congress’, One can take issues with them on various 
aspects but I shall confine myself to the peasant question. 

It has been argued by Bipan Chandra that the INM was basically the 
product of the ‘central or primary contradiction’ of colonial India, the con- 
tradiction between colonialism and Indian people?. Thus, according to him 
‘inner class contradictions had to be seen as secondary and therefore subordi- 
nated to the primary contradiction ; they had to be seen as contradictions 
within the camp of the people and class struggles based on them had to be 
waged in a non-antagonistic fashion’. He asserts that the ‘Congress, and 
in, particular Gandhi, practised the strategy of class adjustment’ and the 
INC had “по class essence.’ In his analysis the interests of the Indian people 
are projected as a whole against colonialism (one would like to know the 
attitude of princes and landlords vis-a-vis colonialism when independence 
was in sight); Nationalism as the sole ideology of the Congress which 
‘never laid down any ideological condition for joining it’, ‘Marxism 
found a ready welcome and no strong-anti-Marxist intellectual current 
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developed in the nationalist ranks till 1947, and “at no stage did a break in 
the Congress occur over ideology’. His assumption is that the ‘ideological 
openness enhanced the possibility of transforming the Congress and the *res- 
ponsibility for the failure' to effect *a basic transformation of the Congress 
ideology’ lies not in ‘the inevitability of the stranglehold of the right wing 
or Gandhi over it! but has to be ‘basically located in the theories and 
practices of the left. The right wing, he stresses, was ‘willing to go quite 
far in accommodating the left so long as it remained within the parametres 
of class adjustment and peaceful change’. He has many more observations 
such ав pro-poor orientation of the Congress ; basing politics on the poor 
and the shift from PCP to STS (Struggle Truce Struggle)’. 

None among the ‘left’ in India ever undermined the historical 
necessity of fighting colonialism nor does any Marxist historian under- 
mine it in his analyses. But at the same time what we believe is that 
any class or group of the Indian society which sided with colonialism was 
in itself a constituent of the ‘primary contradiction’ and would not agree to 
it being projected as an inner or secondary contradiction in the name of 
having a united front. Such a possibility could have been there only if the 
Indian landlords sided with the INC but this was not the case? It has, 
while fighting colonialism become fashionable to cite Mao on class 
adjustment*. What should be taken into account is that Mao advocated this 
at a time when Japanese imperialism was trying to make inroads in China 
and the landlords were not the active supporters of imperialism. Even then 
Mao adopted and advocated a cautious approach towards them and the 
aim of agrarian revolotiun was never forgotten. In India the INC never had 
agrarian revolution as its aim, either as а primary ora secondary goal. 
Moreover, imperialism was firmly entrenched here having the active 
support of the landlords—not only individually but also from their class 
organisations. If combating imperialism was the only issue, the sort of 
class adjustment being advocated had been in a way experienced by the 
Indian people way back in 1857 which ultimately resulted in the princes 
and landlords throwing in their lot with imperialism and further oppression 
of-the peasantry. . 

It would not be a vague generalisation to state that in rural India 
the British authority was known more so through the landlords than апу 
other leverage of the Raj." In the imperial language they were the forces 
of order, the loyal supporters and the ‘bulwark against the disintegrating 
forces’. They played а duminant role in strengthening the British authori- 
ty and opposed апу kind of anti-British activity. To quote the Nawab of 
Chattari (in 1939):° 

...the greatest of all services the zamindars had rendered was the 

maintenance of Јам and order in the rural areas. 

Bipan Chandra’ acknowledges that ‘the zamindars and landlords did not 
support the Congress except individually! they 'either supported . . .offici- 
ally sponsored organisations or һай... their own political parties’. Yet, 


42 SOCIAL SCIENTIST 


in his analysis they do not form a part of the ‘primary contradiction’. Even 
гіп individual capacity, where they did support the Congress, was the 
-support forth coming due to nationalism? Was not any vested class interest 
„also behind, it? I have else where shown that the landlords were never a 
constituent in the multi-class alliance against colonialism." Though the 
Congress had always assured them about their status and privileges it was 
‘only during the ministry period that a formal direct relationship was 
established between the two. To.sustain their dominant position, to pursue 
their class interests, the Congress victory in elections and the i increasing 
"influence of the left among the masses were the factors responsible for this 
direct relationship which the landlords and the Congress right wing sought 
.with each other. The outcome was the Congress-zamindar pact in Bihar - 
-and similar negotiations in other regions. The revealing feature of this 
pact and negotiations is that while questions related to landlords' rights and 
privileges, along with the tenants’ position, were discussed and agreed 
.upon there was no mention of landlords role in the INM. In the vast 


diterature available on Congress-zamindar negotiations (1937-39) we find. . 


that those negotiating on behalf of the Congress at no stage asked the. 
landlords to support or side with the national movement. These leaders 
(Rajendra Prasad, Sardar Patel, Maulana Azad, etc.) were fully aware of the 
fact that they had acted against the declared policy (Lucknow and Faizpur 
resolutions) of the Congress and they took precautions to justify their 
actions. This is apparent from what Rajendra Prasad wrote to Ramdayalu 
Sinha: 
. we had gone to the furthest length possible and had done so even 
at ' the risk of being openly criticised in the All India Congress Commi- ` 
ttee of haying gone against the Congress resolution, Y had in anticipation 
brought the Maulana so that if any question arose in the Working 
2 Committee or the AICC, I might have a strong supporter by ту. side, 
Prasad had no doubts that he ‘shall come in for a great deal of criticism 
from not only the Kisan Sabha but Congressmen in general and even 
perhaps from our high command’. Azad was assigned the task of taking 
Jawaharlal Nehru into confidence and he believed that the latter had ‘an 
uncommon capacity for thought and to work in co-operation with others’. 
Azad gave the assurance that there will be no difficulty as far as Nehru 
Was concerned. The green signal from Nehru, to go against the declared 
Congress policy, came when Kriplani wrote on his behalf: ‘If You and 
‘Maulana Saheb were satisfied it was alright’. 

What followed was the process for agreement during which Prasad 
pleaded with landlords that if the Congress preposals were ‘unsatisfactory 
the zamindars should be propared to propose a better solution’ and assured 
‘Mohd. Ismail that the ‘Government will not fail to give it their utmost ` 
consideration'.$ Here I am not going into the details of the agreement 
but worth mentioning is what Patel advised Prasad: 


ж 
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It is no use trying to improve it, if it has to be forced down the 
throats of unwilling landlords. We shall have to resist the excessive 
demands ofthe tenants who have been worked up and expect too 
much from the Congress ministries. 

Who had worked up the peasants during this period? Precisely it was 


the Congress election propaganda in the country side to muster peasants’ 
support. The Faizpur agrarian programme, Nehru believed, was of ‘great 
importance’ for the rural voters and was prominently propagated during 
the election campaign. Canvassing amid the Allahabad villagers he 


stated:?? 


There were only two parties іп India—those fighting for the cause of 
people and the other against it. They (people) had no power to solve 
that problem of poverty. Only a handful of people were ruling over 
them. .. whether the rulers were Indians or Englishmen they only 
knew how to further their ends... The Congress was going to the 
Councils to keep out Khan Bhadhurs, Raja Bhadhurs and Nawabs 
who sided with Government. 


Patel had ` told the peasants that it was only the Congress candidate *who 


_ » will sooner or later help him out of the morass of poverty into which he 


is sunk'.? A growing feeling was that the Congress raj would replace the 
British raj in two months time. The following example from U.P. is one 
out of many which indicates how and why the peasant expectations had 


gone ир: 


Congress volunteers are going about with notebooks and asking 
tenants what their present rent was. Тһе tenant says perhaps Rs. 
2abigha. The Congress volunteer says: "That's all right. If you 
vote for the Congress that will be put down to 4 annas". Не writes 
it down in his notebook and the unfortunate villager is duly impres- 


sed. 
An interesting development of such propoganda in Bihar was that some 


of the voters regarded the ballot box as a letter box for Gandhi and ‘smug- 
gled in petitions addressed to him with their voting papers'?? Even during 
the interim ministry period peasant sentiments were utilised to embarass the 
Government. When the Nawab of Chattari formed his ministry in U.P., the 
tenants were encouraged by the Congress not to pay rents as. all arrears 
would be remitted when the Congres assumed office.? But once in office, 
the Congress advised them to pay rents immediately or else it will lead to 
evictions.2 Thus, it was clear that the peasant had to be resisted—not 
the land-lord, and the right wing had all the liberty to go back on election 
“promises and flout the Lucknow and Faizpur resolutions of the Congress 


in relation to peasantry. 


The Maharaja of Dharbanga, after getting a negative reply in rela- 


tion ‘to the zamin dars being protected as а minority by the British, sought 
the Bihar Governors’ advise regarding their joining the Congress. But 
this was found to be ultimately prejudicial to their interests. Тһе answer 
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was to һауе а strong zamindari organisation and through it influence the 
Congress. This led to the formation of the All India Landholders Asso- 
ciation in April, 1939. Throughout the ministry period the zamindars 
confidently declared that for theirsake 'the kisan movement was being 
suppressed by the Congress' and it was in their interest to 'strengthen the 
hands ofthe Government in counteracting the mischievous move of the 
leftist group іп the Congress to make Russia of India’. The Congress 
‘had no alternative but to compromise with the zamindars’, the only *ques- 
tion was whether the right wingers remained in office or not." Maharaja 
Dharbanga stressed in his presidential address to the ALHI conference :28 

Most of those who are in power in the Congress organisation which 
runs the Government of seven provinces ' want adjustment and 
peace... we want adjustment because therein lies our security. We 
want peace because only then we сап develop our strength. Fora 
minority interest like ours it is only desperation that can drive us to 
fight and I have reasons to believe that 50 long as the group following 


the directions of Mahatma Gandhi rules in the Congress and the Socia- ` 
lists and Communists are kept in check we shall not have to take the . 


extreme step. и 

It is evident that the landlords were duty bound to support and acti- 
vely assist the right wing—which also looked upon them for this—in curbing 
the Jeft, but had no obligation to support the same group in the fight against 
colonialism. The lone voice of Chandreswar Prasad Singh (leader of the 
opposition in Bihar), raised reluctantly at the AILH conference, to fight 
for freedom found .no response. But a regolution was passed to form a 
Committee of Understanding for negotiating with the Congress and pro- 
vincial governments regarding the problems of landlords and tenants.?? In 
fact when it came to opposing the British, the landlords would not distin- 
guish between the right and the left but treated the Congress as one. The 
point I intend to highlight is that the landlords were not a constituent in 
the multi-class alliance against the British, but at the same time were in 
alliance with the group within the Congress which stood for the supression 


of the kisan movement. 
Here І am not, even for a moment, negating the historical necessity 


of fighting colonialism but as mentioned earlier I treat landlordism as very · 


much.a part of what the Neo-Nationalists describe as the ‘primary contra- 
diction’. While. projecting landlordism as secondary they advocate a policy 
of class adjustment which they believe was rightly pursued by the Congress 
and Gandhi in particular. This they stress should have been followed by 
the left and there is no mention in their: analysis about the left taking 
. guard against this ‘inner contradiction’. They fail to acknowledge the 
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fear of a take over by the 'secondary contradiction’ once the ‘primary 


contradiction’ has been dealt with—the fear whicn came true after 15 
August, 1947. Can a Marxist activist, theoritician or historian advocate 


such a historiography ? I leave the question open. 
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Moreover, I suggest that what Gandhi and the right wing was prea- 
ching to the peasants was not ‘class adjustment’ or collaboration with the 
landlords but submission to them : “You should bear a little if the zamin- 
dar torments you’ ; ‘If the zamindar harass them I would ask my kisan 
brethern not to fight with them but adopt a conciliatory attitude’; ‘Kisans 
must be advised scrupulously to abide by their agreement with the zamin- 
dar, whether such agreement.is written or inferred from custom.? One 
can go on adding such citations. The legitimate interests of the zamindars 
were described by Mahadev Desai as a ‘commission for the use of their 
intelligence in wisely directing the energies of their tenants'.?! Despite 
acknowledging the ‘present terrible inequality’ between them Gandhi 
treated the two at par, for his logic was 23% ; 

The man who supplies brains and metal is as much а tiller as the one 

who labours with his hands. 

Certainly Gandbi was not unaware of the exploitation of the peasants but 
his outcry was against peasant violence and he was silent about the violence 
‘practised by the landlords. It was the sole responsibility of the peasant to 
‘improve relations with the zamindar. And if the peasants were prepared 
'to carry the struggle by adopting non-violent methods, still they were to 
. be checked іп the name of charkha, khaddar or the constructive pro- 
gramme? The solution for high rents, forced labour, cesses, evictions, etc, 
was the constructive programmme of Gandhi. It is interesting to cite ‘a 
good example of class adjustment’ by referring to Gandhi’s manifesto to 
U.P. Kisans in 1931 asking them to pay 75 or 50 per cent теп,“ but 
equally important here is to cite that Nehr : was sent there to restrain the 
peasants? and the tactics he adopted. Kalka Prasad, who wanted to 
peacefully picket the house of a landlord demanding restoration of lands 
to the peasants evicted during the Civil Disobedience Movement was sus- 
pended from the Congress and Nehru assured the talugdar :*° 

I am sorry that Kalka Prasad should have behaved inthis manner 

and put you to trouble. But 1 hope you realise that Congress has 

nothing to do with any such acts. 

You will appreciate that this is the fault of some misguided indivi- 

duals. We propose to take action against them . ... Meanwhile I 

shali be glad if you will'inform me of any grievance that you might 

have against the local Congress workers in Rai Bareily. 
А A similar action was taken against .Markande Singh іп 1938 at 
Benares.? Gandhi regarded the agrarian unrest as a “much greater danger’ 
and the ‘real danger’ (in 1939) with the Congress having the responsibility 
' to discipline 1.38 The disciplined peasants, in Gandhian terminology, were 
those who would not even .non-violently oppose the zamindar's violence ; 
would not stop services to the landlords; would pay rents ; would not pre- 
vent the arrest of their leaders and abide by all government laws. All this 
was to bé done inspite of landlords’ hostility to the INM. Thus, the argu- 
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‘ment of class adjustment for maintaining unity in the name of nationalism 
'fails to explain the situation in totality. 

; On many occasions the issue of: ‘national: unity was set aside by the 
‘Congress. Тһе picketting of landlords was checked in the name of unity 
whereas the picketting of a Muslim shop was encouraged in the full know- 
ledge that such an act would lead to communal disturbances. This leads us 
_ to conclude that issues which did not attack the class character of the 
Congress could be taken up at the cost of national unity but issues, where 
questions of class conflict were involved, were to be suppressed in the name 
of national unity. Mushirul Hasan has shown that even during ‘the mass 
contact Muslim peasants and underprivileged groups in the countryside, 
the very sections supposed to be mobilised оп-а massive scale were largely 
ignored'. His study shows how communal minded persons led the dis- 
trict Congress Committees ; Muslims associated with Congress were not 
allowed to contest PCC elections and how the right wingers worked for the 
defeat of those Congress candidates who happened to be Muslims.*? Mobi- 
lisation on economic lines, in order to combat communalism, was not to 
be taken up or was to be opposed by the right wingers. It is a cruel joke 
of history that the very leadership which would supress economic issues in 
the name of violence and bloodshed could not avoid it though it came 
through a communal divide of the country. 

Let us examine the ideological openness of the Congress right wing 
but not only in the light of various radical resolutions (Karachi to Faizpur) 
adopted by the Congress but also in relation to the actual functioning of 
the party and in relation to their implementation. During the Calcutta 
AICC meeting in October 1937 it was strongly felt by the right wing that 
they should organise themselves and Jairamdas Doulatrams' suggestion 
that *we stows not sit down over the matter any more’ was put into active 
operation. Instructions were issued that all ‘orthodox Programmewallas 
would work in concerted manner or else there would be ‘great difficulty’ 
in future. In clear language Patel wrote to Prasad : "pa 

Bapu is not at all happy . . Anyway we may havea fixed struggle 

at Haripura ... Please see 2 that in selection of delegates, eliminate all ' 

' anti-Gandhi elements. We must no more tolerate the forces of 
disorder. in the name of united front. They have taken undue 
advantage of our toleration, but time has come for a definite 
stand. 
Patel's belief, all throughout, had been that the Kisan Sabha *will give much 
greater trouble in future’; that is why he had ‘always been against its 
formation’ and ‘such rival organisations’ were “bound to destroy the Con- 
gress prestige’. He asserted :45 

They (peasant leaders) аге waiting for a time when they could 

displace us. That is why I have given them no quarters. 

Prasad instructed his friends in Bibar to organise on the lines suggested 
by Patel. The right wing and the zamindars joined hands to crush the 
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Kisan Sabha and establish their firm hold over the Congress organisation. 

We list here the methods adopted for achieving this aim.* 

I. Congress membership forms were refused to peasants whereas a 
large number of zamindari amalas (agents) were enrolled as 
members. 

2. Wherever it was possible, the Kisan Sabha members were not 
allowed to file nomination papers. In Andhra also the nomina- 
tion of P. Sundarayya for Congress delegates seat from Kovur 
Taluq, Nellore was rejected on .the ground that he was a com- 
munist." The propaganda against the pro-Kisan Sabha Congress- 
men was carried on the lines that as socialists they were irreli- 
Bious persons who did not believe in God or that they had been 
turned out from the Congress.*® 

3. Pro-zamindari returning officers were appointed who manipula- 
ted elections against the peasant candidates. 

4. Where the peasant delegates got elected there were appeals 
against them and the DCC election tribunals set aside their 

. election on one pretext or the other. 

5. То cover up these manipulations the pro-Kisan Sabha Congress- 
men were implicated in cases of violence and criminal cases were 
instituted against them. This resulted in convictions. This was 
done under the instructions of the Bihar Premier, for a happy 
Governor informed the Viceroy :*° ‘My Prime Minister tells me 
that his followers are starting criminal cases’. 


The pro-peasant Congressmen while facing the violence of the zamindar 
and right wing sponsored candidatıs, did not approach the police on 
account of their faith in the Congress creed that 'in a dispute between Con- 
gressmen regarding Congress affairs the aid of civil authorities should not 
be invoked'.5? 

Rajendra Prasad, ina letter to the Bihar P.M., cited a long circular 
from Nehru to the members of the Working Committee :?! 

| He refers to the awakening among kisans, industrial labourers and 

' students and points out that the Congress ministries have to deal 

with the situation tactfully. The use of repressive laws and coercive 

methods he naturally dislikes and opines that this сап be restored to 

only in very exceptional cases. 
Prasad asserted that Nehru's views were to be kept in mind while dealing 
with the situation. We have seen the tactics adopted during the organi- 
sational elections but there was more in store to deal with the Kisan Sabha. 
Instead of acting against the Kisan Sabha from the top, the right wing 
initiated the onslaught from the district level. The Champaran, Saran and 
` Manghyr DCCs instructed Sahaianand Saraswati—a member of the Bihar 
PCC and president of the Bihar Kisan Sabha—not to visit the districts and 
local Congressmen were threatened with disciplinary action if they attended 
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his meetings? Though Sahajanand raised the issue of civil liberties? 
regarding the ban, Patel welcomed it ы : 

Personally I feel that such action should have been taken long ago, 

but better late than never is a good thing. I hope it is not late to 

mend matters and prevent the enormous mischief that Swami was 
doing. 

Let us also examine the ‘enormous mischief’ of the Swami during 
this period. Іп actual practice he was making the peasants aware of 
their rights ; organising them ; urging them to join the Congress in large 
numbers and reminding the ministers to implement the accepted agrarian 
programme and fulfill the promises made during the elections ; preaching 
self-defensive measures against the violence practised by landlords and ad- 
vocating a fight not only against imperialism but against its allies also. 
This was termed as working against the Congress creed and breaking the 
Congress discipline. One wonders what this discipline was for it was not 
applicable on the right wing or all the anti-left forces in the Congress even 
when their activities were openly against the publicly declared policy of the 
Congress. The Kisan Sabha was also accused · of sheltering disgruntled 
elements or people who were hostile to the Congress butno specific names- 
were ever cited in this regard. Another issue raised was that the Kisan 
Sabha preached violence and was creating an atmosphere of class war. No 
where did the Kisan Sabha incite attacks on landlords, loot them or cause 
their physical extinction. Оп the contrary the peasants were advised self- 
defensive measures like prostrating in the fields if forcefully evicted. In 
fact for the right wing if the peasants even adopted Gandhian forms of 
struggle against the landlords, it was violence and Nehru was also with thé 
right wing as we have seen in the case of Kalka Prasad. Going against 
the Congress policy of consulting the Kisan Sabha and negotiatiog with 
'zamindars was discipline but if the peasants, as .a protest against this, 
peacefully marched to the councils demanding justice and implementation 
of Congress promises, that was indiscipline and ‘rowdism’. But the zamin- 
dars were given a free hand to parade lorry loads of reserve police in their 
villages so as to warn the peasants that even *in Congress raj" they were 
“still as powerful as ever” and the peasants inspite of crop failure, should 
pay exhoribitant rents.^? 

‘Beside the landlords, there were two other forces which took an 
active part in encouraging the right wing to take action against the Kisan 
Sábha. The first obviously was the colonial government. All official secret 
and confidential correspondence of this period refers to the agrarian . 
danger. The Viceroy suggested to the Governor of Bihar to “give a bed l 
time story" to his ministers of how in the good old days the Government 
“used to stop nonsense of this sort?" The ministers fully realised the 
danger and “advocated that the kisan leaders correspondence should be . 
intercepted”? and the Government should have verbatim reports of the. 
speeches delivered by the kisan leaders? And by April 1938 the Viceroy 
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was reporting home :9? 

The ministries deserve credit for meeting this threat with resolution, 

The policy of the Congress party towards the kisan organisations has 

been firm, and even repressive. 

The second was the personality of G.D. Birla the capitalist —who ser- 
ved as a link between the Congress leaders, ministers and the British Govern- 
ment during this period. Не "very much disliked the peasants in Bihar 
marching to the Assembly house" and wrote to Mahadev Desai :52 

I fear that in course of time indiscipline will grow more and more 

unless strict measures are taken. I only hope that the Congress 

authorities are fully alive to the situation and they will take all neces- 
sary: measures, 
We have quite a few letters exchanged between Birla and Desai which a urge 
for action against the Kisan Sabha :® . 
Unless the Congress tells the peasants clearly that their position 
could be improved ultimately through their own hard work alone and 
not Бу any stroke of wand, I dont think this discontent will sub- 
side....All the enthusiasm about the release of prisoners will begin to 
fade after some time. People will demand more bread and bread is not 
going to come out of the confiscation of zamindaries....The ques- 
tion of discontent is just now linked with economics and unless steps 
are taken to make the peasants realise what is possible and what not, 

I fear the ferment will grow to such an extent that it will become 

impossible after a certain stage for the ministers to maintain 

discipline. 
What we see is that the period between September and December 1937 saw 
hectic activity and exchange of views amongst the landlords, capaitalists, 
British Government and the right wing in relation to the peasant question, 
all of them urging the ministers to take strong action. 

The Premier of Bibar “told Vallabhbhai that if only the Working 
‘Committee will support them through thick and thin instead of censuring 
them at every step, they will manage Bihar well". And the CWC came 
out in defence of the action taken by the Bihar PCC against the Kisan 
Sabha and its leadership. It is relevant to see how this whole process went 
through. Rajendra Prasad had collected, from the Bihar Premier, C.I.D. 
reports related to the activities of kisan leaders. These were informally 
‘placed before the CWC members.® Тһе Kisan Sabha was given no oppor- 
tunity to explain or plead its position and the rightists emerged victorious. 
Allalong they had been sure about their success and the Bihar Premier 
had assured the Governor that “һе was confident that he would get their 
support so long as Mr. Gandhi was alive".*? І 

Sahajanand, as a protest, resigned from (һе Working Committee of 
the Bihar PCC.9 This was welcomed by the right wing but still he was 
dangerous as he had not resigned from the Congress. If he was really 
guilty of what he was accused of (violence, classwar, indiscipline, hostility 
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to ministers etc.) why was he not prosecuted ? The Congress ministry was 
"very anxious" to do that but the difficulty felt was, firstly, he always kept 
himself "just within the law® and secondly, as the Governor felt, he had 
in his possession "complete evidence of corruption involving the Prime 
Minister's son" and the PM feared that “һе would not hesitate to use it if 
- attacked”. 

If in Bombay Congress MLAs were warning peasants against join- 

ing Kisan барһа", in Madras Rajagopalachari was practising other 
.methods. He ridiculed Jagannath Das for arranging functions for Indulal 
Yajnik as “the general impression among our friends in Bombay is that he 
is not now helpful to Congress and distinctly the opposite","? An other 
example of his onslaught on the left is what he wrote to Pattabhi 23 

Ignorance of the working of political institutions and actors on the _ 

political stage outside our province combined with incorrigible ten- 

dency to offer pooja to outsiders leads our municipal bodies and 
local organisations to all sorts of irrconcilable positions and stupid 
resolutions. What is the meaning of Masülipaten Municipality to 
present address of welcome to Mr. Giri and Mr. М.М. Roy ? 
And soon a circular was issued to taluk and district committiees to seek 
prior permission for arranging such functions. This was followed by the 
. Batliwala case in Madras. 

S.S. Batliwala used to come to Madras from Bombay to preach among 
the peasants. In the Venkatagiri zamindari he discussed the peasant 
grievances ; attributed them to the landlord ; asked peasants to organise 
and become Congress members ; represent their grievances to ministers.” 
Rajagopalachari was “very anxious" about his arrest before he could make 

.any more speeches. During his prosecution Rajagopalachari “took the 
trouble personally to go through the public prosecutor's arguments to the 
court and suggested amendments". Не was very keen that the “attack on 
constituted Government and incitement to violence should be stressed and 

-as little as possible made of the attacks on Great Britain and British 

| rule". Why such a course was advocated became clear as the case pro- 
ceeded. Batliwala’s defence was that as the official policy of the Congress 
party, which is in power today, is the severence of tbe British connection, 
һе "cannot be punished for advocating the policy of the party in power". 
To justify this he asked for the presence of the P.M. as a witness which 
was obviously refused by the judge. Іп spite of the assessor's verdict of 
not guility the judge sentenced him for ( months simple imprisonment. 
Rajagopalachari’s comment was that the prosecution had the desired 
results as no such speeches were delivered in Madras after that.” 

The Congress stood for the release of political prisoners but the _ 
release of Chauri Chaura prisoners was not to be stressed'$ and the pro- 

. secution and imprisonment of peasant leaders continued under the Congress 
ministries (one can cite here the arrests of Rahul Sankritayan, Jadunandan 
Sharma, еїс.). We would also like to cite here that when the political 
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а prisoners were on hunger strike in the Patna jail they were told by a minister 
that more important than their release was the question of giving agrarian 
relief to peasants? and the peasants were told tbat more important was 
the release of political prisoners. Оп the other hand, not only the right 
wing but Gandhi himself was opposed to the released prisoners being 
given public welcome or being carried in processions after their release :80 
If my reading ofthe Congress method is correct, the large public 
demonstration that took place on the discharge of Kakori prisoners, 
was to say the least, a political mistake. 
Тһе right wing believed Nebru would resent this?! but Desai was happy to 
tell Birla that Nehru “fully appreciated it" and had personally refrained 
í from taking part in demonstrations and receptions”. In Ahmedabad 
Nehru made a public statement dissapproving them entirely. Difference 
over methods could be one thing but using the colonial language while 
referring to the political prisioners was a common practice with the right 
wingers, as a letter from Desai to Birla indicates .9* 
You know the Kakori dacoit prisoners who were convicted some years 
ago of the most violent and unpardonable crimes. Pantji released them 
all... But the moment their release was announced, our idiotic 
Congress committee makes an announcement of taking those people 
out in procession. Poor Pantji was absolutely at sea. He was per- 
suaded to be firm. Не made it clear that if they persisted it would 
not be possible for him to do any similar thing in future. Jawahar- 
lal, too, did not give any encouragement to the Congress enthu- 
siasts. And so every thing ended well. 
In U.P. a close eye was being kept on pro-kisan Congressmen The 
UP PCC circular of 7 June 1938 asked the local committees to send regular 
reports regarding the activities of Kisan Sabha. The following points were 
to be taken special care of in the reports :85 
1. Is there any tension between Kisan Sabha and the Congress. 
2. No such person is active in Kisan Sabha against whom discipli- 
nary action was taken. 
The flag of the Kisan Sabha is tri-colour or some other one. 
Are the Congress members hurt by the Kisan Sabha activities. 
Whether the Кізап Sabha is affiliated to any provincial organisa- 
tion: whether its accounts are managed or not ; what influence 
it carries with the people. 
Mohanlal Sexena issued a confidential circular to PCC members stress- 
ing 1% 
At a time when the Congress has to meet the onsiaughts from the 
Muslim League, the zamindars and talugdars and the capitalist 
interests, for any section of the Congressmen to go about propagat- 
.ing that the Congress has betrayed the kisans and that they sbould 
not expect any good from it, is nothing short of treason and needs 
being dealt with a strong hand. 
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On the one hand, he was accepting talugdari and capitalists, attack on 
Congress but was not prepared to take peasants support against them. 
What a section of Congressmen was being accused ОҒ preaching was not 
true. In fact, this section was opposing the increasing influence of the 
talugdars in the Congress and urging the Congress to protect itself from 
opportunists who were bringing a bad name to it. Baba Ram Chandra 
was one such Congressmen for whom Gandhi was the only leader and 
Congress the supreme party. His worry was that the capitalists and land- ` 
lords were “destroying our pious Congress." The Congressmen were 
“flowing in the stream of office acceptance” and the landlords joined the 
national body “пої to serve the people but in order to control the people 
through various legal provisions". Не admitted that by acquiring office 
the Congress had brought some light to the darker life of peasants but on 
the whole they remained entrapped by *thugs, under whose influence the 
Congress forgets its real self and we have to face miseries". He was alarmed 
at this increasing influence and if unchecked, he believed, “even swaraj . 
would not end the people's miseries as these people will take over from l 
the white Sarkar”.® The Congress commitment to serve the people was be- 
ing altered under the influence of lanlords :3 . ) ; 
By practising oppression, efforts аге being made to weaken the kisans, 
and mazdurs and make them submissive. Тһе kisans are every day 
sending evidences in this regard to Congress office. 
So critical was he of the functioning of the local level Congress leaders thàt 
he wrote :? — 
After wearing khadi and being Congress leaders, with the help of 
police they assauit the peasants. By this treachery they are ruining 
the Congress,..Congressi dress, stick in hand, with police at their 
back, then why dust should not be thrown in the eyes of the 
ministers. | 
He asserted that the way managers and agents had destroyed princes and 
landlords some khaddardharies were doing the same to the Congress ; the 
outcome was that instead of peace there was corruption.™ 
It was no coincidence that such vioces were raised in other regions 
also. In Vizakapatnam a Congress Vigilance Committee was formed to 
save the Congress from “cunning, calculating politicians who newly joined 
. the Congress” and “created a mercenary army amongst primary mem- 
bers...to fight election battles.°? V. Anuntha Rao, the secretary of this 
committee, appealed to start “cleanse the Congress campaign” to main- 
tain the sanctity of the Congress organisation. Not less revealing was 
the Report of the Violence Enquiry Committee instituted by Bihar PCC. 
It was reported that there was “а widespread desire to capture Congress _ 
organisations by all kinds of people to get the position of advantage for 
themselves, their friends and relations and for capturing local bodies’. 
Office acceptance *no doubt did bring some relief to the people’ but ‘it also 
started attracting opportunists and political adventurers’. Even the old 
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Congressmen ‘felt that now was the time for reward for the services made 
by them in the past’ and ‘there was heart burning if in the distribution of 
spoils some went with out a share’. However the report was kept confi- 
dential as it was an indictment of the right wingers. 

At the Haripura session, N.G. Ranga objected to the presentation of 
the General Secretary's report on Congress activitics since the Faizpur 
session. Тһе objection was in relation to the portions which dealt with 
the kisan activities. Pages 31 to 34 of the report gave the impression that 
“оп the whole the kisans and workers! were 'growing a sort of anti- 
Congress atmosphere in the country'* Тһе outgoing president Jawahar 
lal, while defending the report, argued that the statements were a fact with 
the exception that they ‘cannot be made into a generalisation’, Не refer- 
Ted to the Congress constitution under which the General Secretary was 
required to submit a report and it was for the ‘house to express its opinion 
' over 1.8 Sahajand opined that though technically the report expressed 
the views of an individual but none the less they gave the impression that 
they were the views of the Congress. Ranga's motion was lost when put 
to vole? Nehru had not only withdrawn support to the Kisan Sabha but 

had strongly defended the views expressed against the Kisan Sabha. Earlier 
it had been Nehru's advise to Sahajanand in 1936 to keep the Sabha 
separate from the Congress"? Не had advocated that the peasants should 
get organised; 'stand on their own legs and form kisan sabhas in every 
village'.!*? In 1937 also he declared :101 

The outstanding problem of India is the peasant problem. АШ else is 

secondary. 

"The coming of Congress ministries, he felt, had given new hope and 
new life to the peasants where as the big zamindars and talugdars were 
‘organising to resist their long deferred justice to the peasantry'.!?? How 
much of a leftist was Nehru or how much he stood for the peasants is but 
understood not just by taking into account his public utterences but by his 
actual operational politics. On each occasion whether it was the contro- 
versy over Andhra pledge, the danda cult, selection of candidates, tenancy 
legislation, kisan demonstrations, the ban on Kisan Sabha, etc., he not only 
sided with the right wing but put his weight against the Kisan Sabha.19 
He virtually kept himself aloof on the tenancy bills giving a free hand to 
the right wing to deal as they wished. Не did not hesitate to condemn 
peasant demonstrations, and as we have seen earlier, was directly respon- 
sible for the ouster of leaders like Kalka Prasad. Не went to the extent of 
warning peasant leaders like Shibban Lal Saxena even after the resignation 
of ministries and assured the Viceroy in this regard. In public however 
he maintained a pro-left posture by criticising the attempt to drive out the 
left from the Congress which would ‘spread confusion in the mass mind, 
more especially the peasantry and thus weaken the Congress'.199 

The Kisan Sabha, all through the 1930s constantly supported the 
Congress. At no stage did it ever pose an alternative to the Congress or 
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work against it—even at the time when it faced direct action from the right 
wing. Inspite of its anti-landlord ideology, the Kisan Sabha compromised 
once the landlords had been taken in as Congress candidates for some seats 
in Bihar during the elections. This was done as Congress was considered 
as the superior organisation and the Kisan Sabha was bound to follow the 
Congress dictates.’ It was opposed to the acceptance of office but once 
the Congress decided to go ahead the Kisan Sabha stood by the Congress 
decision. It looked up on the ministries to bring relief to the peasants and 
when the right wing joined hands with the landlords ignoring the Kisan 
Sabha, the kisan leaders organised the peasantry but not to oppose the 
Congress but to remind it of the pledges and promises made to the 
peasantry. As Sahajanand put it 388 ' 

It is not understandable why the Ministers are' afraid of peasant 

demonstrations and meetings. . . .If we dont hold them now when will 

we hold them. It is wrong to say that these are aimed at expressing 

noconfidence in the ministries. A 
The great ‘mischief monger’ as the rightists described him always asserted: 

I believe in the basic principles of the Congress...I accept them not 

merely because they are the principles of the Congress but because 

under the peculiar conditions for the freedom of the country and 
emancipation of the kisans from oppression and exploitation no 
- - other line of work is possible. ML NE. 
He tried his best to assure the right wing that whatever shakti (strength)he 
һай he would devote to the strengthening of the Congress as he ‘had faith 
and confidence in the Congress’ and pleaded that the ‘kisan sabhaites also 
claimed the right to serve the Congress, the country and the шапКіп(”,110 

Bipan Chandra has argued that Sahajanand ‘would not give an iota 
of concession to or make any accomodation with the Congress ministry’! 
—an over simplification and baseless generalisation fora period full of 
complexities. l , 

At a time when Vijay Lakxmi Pandit was advocating dictatorship with 
in the Congress organisation to check growing indiscipline™? and the right 
wing was virtually begging from the government to distinguish between them 
and the left wing? Sahajanand Saraswati was advocating (1939) mE 

We all cling to the Congress not for its mágic or mystery, but be- 

cause it represents the nation, it has not taken any false step at criti- 

cal junctures. . . .Al] our attempts are simply to strengthen its hands 
in taking opportune decisions at this most critical juncture in our 

national struggle for deliverance. l 
He had “declared times without number that none but a lunatic could think 
of weakening the Congress at the present phase of the evolution of India's 
struggle for independence'.!5 The Kisan Sabha wanted to transform the 
creed and mentality of the Congress from within.™ When N.G. Ranga, in 
"Andhra, wanted to come out from Congress, it was Sundrayya who restrai- 
ned him. : * 
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The divide between the right and left in the Congress was not оп the 
issue of violence and non-violence as argued by Bipan Chandra!5 but on 
firm ideological positions regarding the nature of Indian ‘society.- The 
entire onslaught on the Kisan Sabha or the left was motivated not due to 
their taking an alternative position but due to the class outlook of the 
rightist leadership which controlled the high command and local organisa- 
tions. The Kisan Sabha faced the triple oppression (British, landlords and 
Congress right wing) during this period. Yet the Kisan Sabha supported 
the INC and the peasants stood firmly behind the Congress. 

If the Congress had a definite strategy to fight imperialism it also 
pursued a strategy not only to check but also curb the left and the Kisan 
Sabha. The ‘long term dynamics’ of the Congress (if there was any) has 
to be arialysed by basing the study on these twin objectives of the Congress, 
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Т.М. THOMAS ISAAC* 


The National Movement Апа 
The Communist Party in Kerala 


Introduction 

THE DEVELOPMENT of the communist movement in Kerala has merited 
the attention of numerous scholars. The firm basis for the future advance 
of the communist movement in the region was laid during the freedom 
struggle. Many of these specialists on Kerala have laboured to link up the 
success of CPI to certain unique features of Kerala society such as its high 
literacy, specificities of breakdown of the matrilineal system,” the skill of 
the communists in utilising the caste divisions in Kerala, and so on. It is 
evident that to these scholars, the development of working class and com- 
munist movement is an exceptional episode that has got to be explained by 
the existence of certain special circumstances. They cannot perceive the 
development of the communist movement as a logical and normal outcome 
of the class contradictions and struggle. 

There is yet an another school of thought which does not accept the 
development of CPI as a historical necessity and, therefore, implicitly con- 
siders its genesis as a result of manipulations or, more generously, as a 

-result of the sectarian understanding of the communists. According to them 
the Indian National Congress was not a class party or party serving the 
interests of any particular class but a genuine people's party of all the anti- 
imperialist classes in India, though under bourgeois hegemony. The diffe- 
rence between an ordinary bourgeois party and а people's party under 
bourgeois hegemony is held to be "the fact that at a particular juncture 
people's party might have as its leadership, programme and ideology which 
could be superficially identified with an ordinary class party, but unlike the 
ordinary bourgeois party it is always open to transformation into its oppo- 

- site.”* There was always a historical option for the communists to work 

within the Congress...... the ‘historic bloc’ of all anti imperialist forces— 
and replace bourgeois hegemony by proletarian hegemony. Historically it 
was the only path for advance because the national movement and the 

Congress movement were synonymous. But this possibility was not utilised 
by communists who considered the Congress as a bourgeois led movement 
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and chose to form an independent party of the working class with disas- 
trous consequences. The failure of the communists was not in evolving 
correct tactics but their strategic conception of the national movement 
itself was at fault.^ l 

We do not intend to survey the extensive debate within the Commin- 
tern and the Indian communist groups on the national movement or the 
twists and turns of the tactical positions adopted over time. But the follow- 
ing twọ may be considered the essence of the communist strategy : (a) the 
united front of all anti-imperialist classes and (b) the working class 
leadership of the anti-imperialist united front. The feudal landlords and 
princely rulers being the rural pillars of imperialist rule, agrarian revolu- 
tion formed the axis of the national liberation struggle. Of the two modern 
classes, given the character of our epoch and the weakness of bourgeois 
class under colonial conditions, the Indian national bourgeoisie could not 
take а consistent and non-vacillating anti-imperialist and ап anti-feudal 
position? Therefore only under the leadership of the working class can the 
agrarian revolution be carried out and national liberation be completed. 
Establishment of a party of the working class, the communist party, was 
a necessary condition for the fulfillment of the above tasks. To sum up, 
the task before the Indian communists was to a build up the united front, 


and at the same time to combat the vacillations of the bourgeoisie and ' 


maintain the independence of the working class party. f 
_ It has been claimed that the rich experience of Kerala will contribute 
to a rethinking of the traditional communist notions. regarding the Indian 
freedom struggle." It is in this context that the, following analysis of the 
` experience of communists of Kerala in the national movement becomes 
relevant. Does the experience of communists in Kerala invalidate the 
general understanding of CPI on the national movement 7 


The Formation of the Communist Party in Malabar . 

.It was іп October 1939 that a secret conference of Congrees Socialist 
Party leaders of Malabar resolved to transform their organisation into an 
‘unit of Communist Party of India. On the tenth anniversary of the 
Congress declaration of independence as its 8oal on 26 January 1940, 
‘the new party announced to the public its existence through a massive wall- 
writing campaign. Thus, Communist ‘Party came to Kerala nearly two 


decades after the appearance of the first communist groups on the Indian . 


political horizon. 
` The late formation of CPI in Kerala might appear rather surprising 
given the fact it was in Malayalam that one of the earliest biographies "of 
, Marx іп any Indian language came to be published. The October revolution 
created stroug ripples among the Malayali intellectuals. Though few under- 


stood the true historic significance of this epochal event it became a source of _ 


inspiration to a wide spectrum of intellectuals. To social reformers like K. 
Aiyyappan it was the Social equality of the Soviet revolution that appealed 
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most.? For rationalists like E. Madhavan it was the great victory of anti- 
religious movement. Yet to some it signalled the dawn of the epoch of 
Sudras. And so on. However, the knowledge of Marxism was very rudi- 
mentary and based on secondary sources. Áttempts to apply Marxism to 
the Indian situation was even more conspicuous by its absence. Most notable 
event in this respect was the publication of extracts from the statement of 
the accused in the Meerut Conspiracy case by the ‘Communist League’ 
group from Trivandrum іп 1931. This pioneering group of communists in 
Kerala had no organisational contact with communists outside апа their 
direct contribution as a group is largely confined to the above publication. 

The industrial backwardness of Kerala and the consequent weakness 
of the working class was ап important reason for the retarded develop- 
ment of the communist organisation in the region. But for a few manu- 
factories in coir, handloom, textiles, tiles, etc. the industrial structure was 
dominated by small-scale establishments deeply enmeshed within the 

‘fabric Of rural economy. The industrial workers, drawn from the poorer 
strata of the peasantry and agricultural labourers, had deep rural roots 
and were weighed down by the pre-capitalist structures. The few trade unions 
_ that had come into existence like Travancore Labour Association weie mere 
philanthropic organisations more concerned with the general aspects of 
social upliftment rather than workers economic or social interests as a class. !? 
The subdued nature of the class struggle in the industrial sector gave no 
inkling of the potential of the new class whose ideology Marxism represen- 
ted.” ) 

The general weakness of the national movement in Kerala during the 
first three decades of the century is also an important factor that has to 
be considered in this context. It must be remembered that it was amongst 
the ranks of the fighters for national freedom that the message of October 
Revolution struck a sympathetic chord and drew them into the various 
pioneer communist groups that were formed in India and abroad. How- 
ever, іп Kerala the political life remained in deep slumber after the anti- 
British feudal revolts of the first half of the [9th century upto the Home 
Rule Movement in the post First World War period. Even this was destin- 
ed to be a brief interlude. 

The Non-Cooperation and Khilaphat movements in Malabar drew 
large sections of peasantry especially the Mappila tenants into the path of 
agitation. The failure of the leadership, which consisted of superior ten- 
antry with a strong presence of liberal landlords,!? to resolutely channelise 

the militancy of the peasantry into anti-imperialist and anti-feudal tracks 

resulted in its degeneration into a communal flare up and enabled the 
British to repress it most viciously. The sullen Muslim community pre- 
sented a fertile soil for seeds of future Muslim communalism. Only deep 
inter-caste tensions amongst the Hindus prevented a similar Hindu commu- 

. nal consolidation. Within the Congress the two communal factions crys- 

tallised around the two newspapers, Mathrubhumi and Al-ameen. The 
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national movement slipped into.a period of inactivity till the end of the 
twenties. 
The Civil Disobedience Movement of 1930 once again galvanised 
Malabar into action through the personal heroism and enthusiasm of the 
young Gandhian satyagrahis breaking the salt law or picketting foreign 
cloth shops and liquor shops. However, the national upsurge was curbed 
by the leadership once it became evident that mass militancy would tres- 
pass the boundaries set by Gandhi’s passive resistance tactics. The move- 
ment was diverted into constructive work and Harijan Welfare programmes 
without ‘any direct linkage with the anti-British struggle. The course of 
the Guruvayur Satyagraha against caste descrimination of Malabar is a 
relevant instance. Even this struggle which became a focal point of surg- 
ing militancy was reined in by Gandhi’s compromise with the Zamorin of 
Calicut, the trustee of the temple. The disenchantment of the youth with 
the Gandhian tactics was evident in the relative failure of the Second Civil 
Disobedience Campaign in 1932, The Congress leadership in Malabar, 
the ‘Sunday Congressmen’ came to be a subject of widespread ridicule. 
The search for an alternative by the disillusioned nationalists attract- 
ed them to the CSP platform that was emerging at the national level asa, 
left pressure group within Congress. While in jail, the young satyagrahis 
had come into contact with the representatives of left trends within 
Congress as well as non Congress nationalists such as the terrorist groups. 
But they were yet to develop contacts with the communist groups. This 
perhaps is an important reason for the course of evolution of the young 
radical nationalists into Congress Socialists rather than communists.‘ It 
was a wide spectrum of. Congressmen that included future anti-socialists 
and moderates such as Kelappan and “С.К. Govindan Nair who joined 
together at Calicut in May 1934 to form the Malabar unit of CSP. More 
than the call of socialism it was the urge for an uncompromising anti- 
imperialist programme of action and the need for a militant party to 
carry out such a programme that had brought them together.'^ Socialism 
came to.them as “a natural and logical development of revolutionary 
democracy, they could therefore successfully link up the class struggle of 
industrial proletariat and its allies with the overall nationalist 
strüggle "5 ` i 7 
While in jail some among them had begun to develop an understand- 
ing of the diverse and even contradictory interests of the various classes 
that were being drawn into the nationalstruggle. A letter that Krishna 
Pillai wrote to а comrade soon after the latter's release from the jail in 
1930 pointed to a new direction: "Are you with the Congress of the poor 
. or the Congress of the rich ?° If one’s loyalty .was to the former, then 

the advice was “to work among the peasants"." It was evident that a 
' major weakness of Civil Disobedience Movement was the absence of 
significant peasant mobilisation. The driving force of the 1930-32 move- 
ment had been middle class youth, a good section of whom had been 
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radicalised through the socia! reform movements within their commu- 
nities.!5 ; 

` The most important contribution of the CSP lay in integrating the 
anti-landlord struggle of the peasantry with the national movement in 
Malabar.? The tenancy movement of the ‘twenties and the consequent 
Malabar Tenancy Act catered only to the interests of the superior tenants 
and had bypassed the mass of peasantry in Malabar who were mostly in- 
ferior tenants and agricultural labourers. With no security of tenure 
and without homesteads and burdened with exhorbitantly high rent 
Share and agricultural debts, their situation was most deplorable. Given 
the commercialised nature of agriculture their economic condition sharply 
deteriorated in the thirties with the onset of Depression. To crown it all 
the revenue settlement of 1929 recommended significant enhancement of 
the land tax. From the anti-tax campaign the attention of the Congress 
Socialists gradually shifted to other agrarian issues such as agricultural 
indebtedness and rent question. A new peasant movement centered around 
the poor peasantry developed in Malabar demanding reduction in rent 
and for amending the Tenancy Act in favour of inferior tenants. Village 
and taluk level kisan committees under an all Malabar ‘Karzhaka Sangham’ 
formed the organisational structure of the movement. It was in the nor- 
thern Malabar notorious for feudal oppression that peasant upsurge was 
most widespread, militant and violent. Starting with the campaign against 
illegal feudal exactions and oppressive social customs the peasant move- 
ment in the region developed to the brink of a no rent campaign. The 
Congress Socialists were trying to build their Socialist Bardoli. 

Meanwhile a powerful working class movement was also maturing.” 
The .Congress Socialists transformed the existing philanthropic workers’ 
associations into militant trade unions and organised numerous new 
workers’ organisations in all industrial centres. During the strike wave of 
1935, the Congress Socialists took initiative in organising the first All 
Kerala Trade Union Conference at Calicut. The second strike wave of 
1937 after the formation of Congress ministries revealed heightened matu- 
rity of the working class. Their political conciousness was evident from 
the deliberations of the Second All Kerala Trade Union Conference held at 
Trichur. With declaration of War and the attendant inflation, the industrial 
unrest became widespread. By then more than fifty trade unions had come 
into existence headed by Kerala State Trade Union Council. The 
emergence of workers аз an independent class movement was an important 
development that hastend the spread of communist ideology among the 
CSP ranks. 

The CSP also took up economic and social problems of the people 
to build up mass movements. The starvation and unemployment jatha 
under А.К. Gopalan fróm Malabar to Madras is an instance of this form 
of agitation. Among other mass organisations built up by the CSP the 
most important was the elementary teachers movement. The village 
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teachers became the back bone of the library movement and literacy’ cam- 
paign and frequently the chief organisers of politica! and mass activities 
in the village. Literary and art forms were consciously used for developing 
people's movements and a powerful progressive literary movement emer- 
ged. In short, in the later half of the thirties Malabar witnessed a cultural 
awakening and national movement embraced every aspect of life of the 
people. Р 
If so much could be achieved while working within the Congress 

organisation, what was the need for CSP to transform itself into CPI, an in- 
dependent class party ? It may be noted that within an year of the forma- 
tion of the CSP in Malabar the leading CSP cadres had been in active 
contact with CPI and increasingly taken a Marxist-Leninist position in their 
ideological approach. There was nothing conspiratorial in it as CSP. 
itself had formally accepted Marxist-Leninist ideology and communists 
were active within the CSP following CSP-CPI accord of 1936. In the 
consequent ideological struggle witbin the CSP the Malabar activists tended 
to gravitate towards the communist group. The most important factor 
that influenced this shift was the deep respect they had developed towards 
the achievements of existing socialism in Soviet Union. Тһе deep involve- 
ment of mass movements in economic issues generated by the world capit- 
alist crisis of the thirties had led them to look up to the crisis free Soviet 
development with admiration and as an alternative model for solution of 
Indian problems. Thus an international outlook was a distinctive charac- 
teristic of the Malabar unit of CSP. Тһе secret CPI unit of five leading 
cadres of the CSP in Malabar that was formed in 1937 also played an impor- 
tant role in rapid dissemination of Marxist-Leninist ideology with in the 
movement. The CPI national leaders were often invitees to the conferences 
in Malabar and at times the CPI central leadeship also actively helped to 
evolve tactics to be adopted in mass struggles, as for example, in the forty 
day strike of tile workers at Feroke in 1935. Due to such steady and con- 
sistent co-operation in ideology and agitation the transition from CSP into 
CPI created no disharmony whatsoever within the organisation. It was 
accepted as a natural course of development. | 

-The need for a new. type of organisation both in its organisational 
character as well as ideological clarity was a deeply felt need of the CSP 
activists.22 It was clear that the platform of CSP to work within the orga- 
nisational discipline and programmatic understanding of Congress was 
becoming a hinderance to the further growth of the class organisations in 
Malabar as well as the fight against compromise tactics pursued by Congress 
leadership. Thus for example, the peasant movement in Northern Malabar 
that had developed into a no rent campaign had to be diverted to a cam- 
paign for ammending the Tenancy, Act. The reason was that it was 
not possible to raise the slogan of abolition ОҒ landlordism from the 
platform of Congress. For the sake of unity of the Congress organisation 
even the suggestion of separate volunteer corps for (һе peasant movement 
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“had to be given up. To quote EMS, “In other words, working class and 
peasant organisations were looked upon not as mass political organisations 
operating independently of, and if necessary in opposition to, the bourgeois 
leadership of the national movement, but as the vehicles through which 
the workers and peasants are mobilized behind that leadership. Тһе ideo- 
logical root of such tailing behind the bourgeoisie was the failure to see 
the crucial role of peasantry under the leadership of the working class in 
the national revolution : the failure to see that the agrarian revolution is 
the axle around which the wheel of national revolution turns: that only 
the working class, headed by the Communist Party, can successfully lead 
the agrarian and hence the national revolution"? 

Despite this ideological weakness, the CSP succeeded to a very great 
extent іп transforming the Congress into а genuine anti-imperialist united 
front. It was achieved through determined struggle against the Gandhian 
right within Congress who tried in every manner including organisational 
disruption to prevent the ascendancy of CSP within the Congress and the 
independent growth of class and mass organisations. Through non-co- 
operation pressure tactics and manouvres facilitated by the changes in 
Congress constitution, they ousted the CSP from the leadership of KPCC 

“іп 1934. The plan of the rightist leadership to decimate the CSP's hold 
in the lower levels through disciplinary proceedings was given up only due 
to the requirements of electoral mobilisation in-1936. However, with con- 
sistent work at the grass root level, by building up a widespread net work 
of village Congress Committees and tactical alliance with the nationalist 
Muslim faction within the Congress, the CSP was once again able to cap- 
ture leadership of the KPCC in 1938. The Gandhian offensive against the 
leftin the Tripura Congress came to the help of the right in Malabar. 
With the outbreak of the War and the CPI tactics of unconditional resis- 
tance to war efforts; the struggle between the Gandhians and the socialists 
reached a new high pitch. There was an uptide in peasant and workers 
agitations and widespread police repression in Malabar. Mass mobilisa- 
tion, conducted despite the disapproval of the right leadership on Апй- 
Repression Day on 15 September 1939 led to violent confrontations in 
many centres with the police. ‘The incidents provided the rightists with an 

opportunity to carry out a purge to cleanse the Congress, organisation of 
the communists; the Malabar District Committee of KPCC was dis- 
banded, leftist KPCC was superceded and the rightists placed firmly in 

_.the saddle. The organisational break of CPI and Congress in Malabar was 

complete. 


The Communist Party in Travancore-Cochin 

. From Congress Gandhians to Góngress Socialists and thence to 
` Communists—such was the path traversed by the radical nationalists of 
Malabar in the twenties and the thirties. The transition in the princely 
states of Travancore and Cochin was much more diverse and complex, 
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The preconditions to modernisation were much more strong in the 
southern Kerala than in Malabar region. The traditional Janmi system, 
especially in Travancore, had been largely abolished during the process of 
emergence of centralised monarchy in the 18th century itself. Тһе pressures 
from the tenants forced protective regulations even in areas where rentier 
classes survived. АШ these created а powerful stratum of prosperous pro- 
prietary farmers who became agents for rapid development of commercial 
agriculture, agro-processing industries and commerce as wellas pressure 
groups forthe extension of infrastructural facilities such as transport, 
health care system and modern education.^ The traditional social struc- 
tures and institutions such as inheritance system and family structure as 
well as extravagant customs connected birth, marriage and death ceremo- 
nies, etc. became impediments in the path of further progress of these 


` nascent capitalist forces. This was the background of the social reform - - 


movements that emerged in all castes and communities from the iow entes to 
the highest from the later half of the 19th century. 

І The Ezhava social reform movement was the most radical aspect of 
this social awakening that accompanied the rise of capitalism. Тһе 
movement that was initiated as a sankritisation campaign by Sree Narayana 
Guru, later, developed into a campaign for interdining and inter- 
marriage and even rationalism and atheism. Sree Narayana Guru became a 
source of legitimacy for Ezhava reformers and radicals of all hues and 
colours. Тһе radicals transformed his sutra: “One caste, one religion, 
and one God for man" into a new slogan: “No caste, no religion and.no 
God for шап! Such was the course of development of radical democratic 
thought. The widespread dissemination ofthe radical interpretaiions of 
"Guru's teachings played an important role іп the emergence of the modern 
democratic consciousness in Kerala. 

The above national awakening also found expression at the political 
level. The submission of the Malayali Memorial to the Maharaja in 
1891, jointly by all the: Malayali communities, protesting against state 
patronage enjoyed by Tamil Brahmins in Travancore was the most notable 
of such events. It marked the entry of Malayali middle class into the 
political life of Travancore. The constitution and functioning of the Legis-. 
lative Council and Sree Mulam Popular Assembly were also a source óf 
political ferment. Swadeshabhimani Ramakrishna Pillai, who single 
handedly carried on a campaign against administrative corruption and 
‘inefficiency through the columns of his journal had to be deported from 
‘Travancore. Gandhian era brought the Congress committees to Travan- . 
core. А good number of Congress men from Travancore participated in 
the political conference at Ottappalam in 1921. Тһе spread of nationalist 
sentiments formed the background to the student agitation of 1922. Тһе 
rapidity with which it spread throughout Travancore and the resilence it 
exhibited against repression suggests a widespread formal and informal 
network of nationalist activists. АП these reveal the potential for natio- 
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nalist political mobilisation that existed in the princely states—a duty from 
which Congress leadership shrank away. 

The Vaikam Satyagraha agitation іп 1924 was the last direct inter- 
vention of Congress leadership іп the political development of Travancore 
till the end of the thirties. The Satyagraha was a continuation of the 
long drawn out struggles conducted by the non-svarna castes and commu- 
nities for the basic civil liberties, such as right to dress accorting to ones 
own fashion, carry umbrellas, wear ornaments, travel on public roads, 
worship in public temples, public education and employment etc. There 
were also numerous occasions of fairly widespread violent confrontations 
with the savarnas and the aggrieved communities. The emergence of the 
middle class leadership gave these struggles a consistency and direction 
which were absent in the early spontaneous revolts against caste oppres- 
sion. The struggles for civil liberties also began to gain support and even 
active participation of the democratic sections amongst the savarnas. Thus 
for example, the struggle of Christians and Muslims and lower castes 
against denial of. employment in the Revenue Department was led by the 
Civic Rights League (1919-1922) one of the prominent leaders of which 
was Changanachery Parameswaran Pillai, a savarna by caste. 

At the initiative of Ezhava caste leaders like T.K. Madhavan, Indian 
National Congress chose to sponsor the satyagraha struggle at Vaikom 
Temple. On Gandhiji’s advice the demand of the avarnas to enter the 
temples was scaled down to the right to walk through the roads adjacent 
to the temple. Despite Gandhiji’s personal interventions and the nation- 
wide support to the struggle, after dragging on for nearly two years, it met 
with a subdued end. It created widespread disenchantment among Ezhavas 
about Gandhian tactics as well as his theories on “Varnasrama Dharma’. 
Congress fully withdrew into its constructive work creating a political 
vacuum in the state and a situation for political fragmentation on com- 
munal lines. 

The communalisation of Travancore politics is a matter that deserves 
closer scrutiny. Social reform movements within various castes and com- 
munities were a characteristic feature of the first phase of the modern 
national awakening even in Malabar, though on a weaker scale. But with 
the emergence of the Congress and the mass and class organisations they 
were submerged within the general anti-imperialist and anti-feudal strug- 
gles. Struggle against caste opresssion was an important task taken up by 
. the peasant movements in Malabar. The Congress policy of non-inter- 
. ference in the affairs of princely states contributed to thwarting the emer- 
gence of similar secular national platforms for the cause of caste oppressed 
in Travancore. It should be noted that the resentment against caste dis- 
crimination and savarna domination was much stronger in Travancore 
given the higher level of economic development and capitalist relations 
in the region. Trapped in the old world, Nair aristocracy could not take 
advantage of the possibilities of enrichment that capitalism offered, The 
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new social classes of rich farmers, traders, industrialists and professionals 
emerged not from the traditional dominant castes but from the non-Hindu 
communities such as Muslims and Christians or avarna caste like Ezhavas. 
Their efforts to gain а social status and political leverage more befitting to 
their improved economic conditions inevitably led to political questions 
given the Hindu princely order closely linked to the caste hirearchy. The 
absence of a secular platform diverted the struggles of the non-dominant 
castes and communities into communal channels severely eroding the secu- 
lar unity forged during 1919-24 period. 

Thus, when the constitutional reforms for 1932 were announced a 
national movement for ‘responsible government’ could not be launched 
despite the widespread awareness of the inadequacies of the reforms. The 
attention of the Ezhava, Christian and Muslim leaders was on the near 
monopoly of representation in the Legislature that the savarnas enjoyed 
and would continue to enjoy given the restricted nature of the franchise. 
The caste and communal organisations in these communities formed a 
‘Joint Political Congress’ demanding reservation in legislative representa- 
tion and public employment. They successfully boycotted the elections 
conducted under the new constitution. The sweep of the struggle as well : 
as the threat of mass conversion of Ezhavas to Christianity forced the 
administration to come to terms with the agitationists. Communal reser- * 
vations were guaranteed and public temples were thrown open to all Hindu , 
castes. 

-However, the communal passions aroused by the movement vitiated 
the political atmosphere. Nair aristocracy threatened of its traditional 
privileges fanned up Nair communal passions against the Christian capita- 
lists who were buying up their land and prestige. The Congress nationa- . 
lists generally denounced the Abstention Movement and its demands as 
anti-national. However, the CSP in Malabar who argued for active . 
intervention of Congress in the politics of princely states, extended support . 
to the Abstention Movement despite its communal overtones. |t correctly 
perceived the importance of linking up the struggle against savarna : 
domination with the national movement. At the same time the CSP -вігіу- 
ed for the creation of mass and class organisations cutting across barriers 
of caste and community. Thus, when at the successful conclusion of the . 
Abstention Movement, the leaders of Joint Political Congress and savarna 
nationalists attempted to forge a common front—Travancore State Cong- 
res—to fight for the ‘responsible government’, the CSP warmly welcomed · 
the move and attempted to rally the democratic sections under the banner ' 
of the State Congress. When the State Congress started a civil disobe- 
dience movement in August 1938, the left KPCC came out in active 
support of the struggle by organising solidarity jathas to Travancore and set- : 
ting up a Travancore Struggle Aid Committee across the border in Cochin. 

. The most important contribution of the CSP to the political develop- 
ment of Travancore was the leadership it provided for the emergence of an 
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independent working class movement. Unlike Malabar a militant peasant 
movement did not develop in Travancore. Only notable development was 
a movement of coconut cultivators protesting the fall in coconut prices.?? 
The CSP lacked a perspective on how to develop peasant movement in a 
region where tenancy was not the major problem. Therefore its interven- 
tion in developing class movements was mostly confined to the industrial 
sector. Through the all Kerela trade union conferences, central trade union 
councils and deputation of cadres from Malabar to the working class 
centres in Travancore, the CSP actively guided the development of the trade 
union movement. Its most notable success was in Alleppy, the chief port 
town and centre of coir and oil industry of Travancore. 
At the time of entry of the CSP into Alleppey the Travancore Labour 
Association had already trausformed itself into a militant trade union 
under the pressure from the ranks due to the severe deterioration of econo- 
mic conditions. However, despite the growth of a militant trade union 
: movement on larger issues of state and society they were being led by caste 
and communal groups. The workers, most of whom were drawn from the 
Ezhava caste, were actively involved in the various anti-savarna movements 
and were strongly influenced by the radical streams within them. We have 
documented ín great detail, elsewhere, the process through which the 
dichotomy in the life of working class—as a member of a class at the work 
place and as a member of a caste outside the work place—came to be 
bridged and how the anti-savarna struggle became but one aspect of the 
general working class struggle for democracy. It was made possible by 
the platform of the CSP that held the anti-savarna struggle to be a politi- 
caltask of the working class and active intervention on the basis of this 
platform. And this transformation was facilitated by the intensification 
of class struggle within coir industry, the accentuation of class polarisation 
within the Ezhava caste and the increasing domination of conservative 
trends within the caste movement іп the later half of the thirties as its 
middle class leadership sought a relationship of accommodation with the 
establishment. 

The CSP sought to link up the rising tempo of working class struggle 
at Alleppy to the agitation for ‘responsible government’ launched by the 
State Congress. The whole state of Travancore was in turmoil, the 
agitation in certain centres creating even a situation of armed confrontation 
between peasants and the police. Under the guidance of a group of CSP 
activists from Malabar led by P. Krishna Pillai the coir workers prepared 
themselves for a general strike not merely for economic but also politi- 
cal demands. Such was the impact of the intense political campaign that 
when the.strike actually began оп 21 October 1938 it was more in the 

-nature of a political strike in support of the demands raised by the State 
Congress. 

Meanwhile the government was trying to reach а compromise with 

the.State Congress leadership. It tried to pacify the State Congress leaders ` 
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by releasing the political prisoners. Though none of the other demands 
of the State.Congress was conceded the leadership allowed the tempo of 
agitation to wane. The campaign was virtually reduced to reception 
meetings for the released political leaders— in various parts of the state. 
The movement came to a stand still when at the insistence of Gandhiji the 
State Congress leaders withdrew the Memorandum submitted to the 
Maharaja because it contained personal allegations against the Dewan. 

It created great resentment among the radicals in the State Congress 
especially the members of the Youth League. They resolved to resubmit 
the Memorandum in defiance of Gandhiji and once again launch the 
agitation. The position adopted by the CSP at this crucial juncture, under- 
lined the limitation’ of a left platform working within the discipline of the 
Congress organisation.? Despite the open knowledge that a sizeable 
section of the State Congress itself was in support of the position of the . 
Youth League, the CSP fearing an open break with the nationalist leader- 
ship came out against agitational plan of the Youth League. The radicals 
reluctantly submitted to the persuasian of the CSP leaders. 

While the bourgeois leadership of the State Congress surrendered 
themselves before the administration, the working class of Alleppy who 
had struck work in support of them held out steadfast in the path of 
struggle braving vicious repression let loose by police and military. Finally, 
in the middle of November due to the manouvres of the moderate trade 
union leaders who had become active in Alleppy after their release from 
the jail the struggle had to be withdrawn. Though the workers returned to 
the factories, the moderate leaders were thoroughly discredited before the 
mass of workers. А new crop of class conscious cadres, steeled in the strug- 
gle rose to.the leadership of the movement. Тһе strike also proved to be 
a school of mass education for the workers. In his review report of the 
struggle P. Krishna Pillai noted how the reign of police terror convinced 
even the most backward sections of the workers of the repressive class 
nature of the state.? The workers also began to perceive their interests as 
distinct from the bourgeois State Congress leadership who had virtually 
ignored the strike after the compromise of October 23. The general strike 
of 1938 signified the entry of the working class as an independent political 
force in the national struggle in Travancore. 

The determination of the Alleppey workers to continue their struggle 
against all odds won the admiration of the Youth Leaguers and the radical 
elements within the State Congress who were disillusioned by the vacilla- 
tions of the bourgeois leadership. The solidarity campaign started by 
these radical elements brought them into close contact with the working 
class movement. This collaboration led to the formation of the ‘Radical 
Group’ in May 1939, with М.М. Govindan Nair as the secretary. The 
Radical Group was to function as an organised socialist faction within 
the State Congress on the lines of the CSP in Malabar. Тһе members of 
the Radical Group, except for a small faction led by N. Sreekantan Nair, 
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became the leading core of the CPI in Travancore іп 1940. After the 
experience of 1938 the radicals did not require to be persuaded to shift 
their loyalty to an independent working class party in order to take the 
movement forward. 

The broad contours of economic and political development of Cochin 
was similar to those of Travancore.? One may discern two significant 
differences. Firstly due to the higher incidence of ‘tenancy, unlike in 
Travancore, peasant associations were more active in Cochin. At the end 
ofthe twenties itself tenant's movement had developed in many parts of 
the state. However, systematic attempt at organising the peasantry started 
only in 1930 with the establishment of Cochin Karzhaka Sabha under the 
initiative of tbe communists. Secondly, unlike in Travancore the struggle 
for ‘responsible government’ did not gain momentum in Cochin. Тһе 


' . , government was able to appease the State People Movement leaders with 


certain nominal constitutional concession. It was at the initiative of the 
radical nationalists and communists that ‘Cochin Praja Mandalam' was 
formed in 1941. Despite the political lullness, the influence of the CSP 
was stronger in Cochin due to the greater proximity 1о Malabar. The 
CSP was active especially in working class organisations in Cochin like 
the Labour Brotherhood of Trichur, right from the middle of the 
thirties. It was these CSP cadres who constituted the base of CPI in 
Cochin. 


The Second World War and the CPI in Kerala 

As we have already noted, the immediate background of the forma- 
tion of the CPI in Kerala was the sharp clash within the national move- 
ment regarding the tactics to be adopted to exploit the crisis created by the 
outbreak of the Second World War. The widespread agrarian unrest in 
Malbar that resulted in numerous violent confrontations with the police 
and landlords as well as the working class struggles for wage increase were 
also a reflection of the line of unconditional resistance to the imperialist war 
adopted by the CPI. The consequent police repression and preventive 
detention of cadres and the fact that the CPI was an illegal party, forced 
the young communists in Kerala to adopt underground organisational 
forms and new styles of mass work. Thus, the first phase of the War rapidly 
transformed the loose and open organisational structure of the CSP into a 
communist party of ‘steel discipline’ (-a phrase that gained wide currency 
in Malayalam). 

It was this steel discipline as well as the ardent admiration that the 
Kerala commmunists always had for the Soviet Union that enabled them 
to tide over the confusion created by the new tactics adopted by the CPI 
during the second phase of the War. After the German aggression against 
Soviet Union, the course of War in the Soviet front became a major issue 
of propaganda in every communist campaign and struggle in Kerala. 
However, there was no slackening of anti-British campaign or struggles on 
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mass issues. The support to the war efforts was conditional on Britain 
conceding the demands of Indian national movement. It was only by 
January-February of 1942 that the communists in Kerala fully grasped the 
implications in the change of the character of the War and began to apply 
the tactics of unconditional support to the war efforts.** Тһе insufficient 
appreciation of the significance of the new international corelation of class 
forces after the emergence of the socialist camp to the inter-imperialist 
contradictions and imperialist wars in the CPI's analysis of the first phase 
of the war, made the transition from unconditional opposition to uncondi- . 
tional support to war efforts appear mechanical and a painful adjustment. 
While there was no doubt in the mind of any communist on the need to 
rally to the defense.of international socialism, there was much confusion 
as how to link up this international task with the struggle for national 
liberation. The party failed to take into account the patriotic motives of 
the masses and leaders in the Quit-India Movement while evolving tactics 
to oppose their disruption. ` NET 
The above sectarian weakness of the CPI tactics on which ега і ап” 
abundance of criticism and self criticism is only one aspect of the problem. 
Equally serious was the failure of the CPI to expose the Quite India 
Movement as only a moment in the ‘compromise-struggle-compromise’ 
strategy adopted by the bourgeois leadership throughout the national 
struggle. Even when Gandhiji initiated the compromise talks within months 
of his call for the final struggle, the CPI efforts were to utilise the oppor- . 
tunity only to expose the socialists who still clung on to the struggle that 
was already fizzling out. The illusions that the CPI leadership harboured 
in the bourgeois national leadership was evident in its fervent campaign 


` for Congress-League unity which was considered a pre-condition and gua- 


rantee for the formation of a national government. The distortions in the 
thesis on national question in India also contributed to the wrong tactics 
adopted towards the Muslims League. In Kerala, in the name of people's 
unity a line of collaboration with various caste and communal organisa- 
tions was worked out. It also prevented the party from preparing 
consciously for the challenges of post war upsurgeand the inevitable retreat 
of imperialism from the sub-contiment. It is worthwhile to ponder if 
it.was not this latter aspect of CPI policy in the People's War period that 
affected .the advance of communists in Kerala more adversely than the 
sectarian mistakes. 

Thouge the masses at large, especially in the initial period, found 
it difficult to fully.appreciate the change in CPI tactics, the wild accusa- 
tions of the Congress leaders about the communists being the agents of 
British and so on were never taken seriously. Kerala communists posses- | 


:sed one great asset—they were the leaders of national movement in Kerala. 


Further, the Quit India movement did not gather momentum in Kerala for 
various reasons. The CSP cadres who constituted tbe militant section 
within the Congress had enbloc joined the CPI. What wasleft of the 


tU 
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Congress organisation was too weak to organise the agitation. The position 
of Rajaji and his group further weakened the agitationalists. If this was the 
case of the Congress organisation in Malabar the situation in the princely 
states was even worse. In Travancore after the compromise of 1938 the 
State Congress had become virtually defunct, torn asunder by various 
communal and personal rivalaries as well as dismemberment of the rank and | 
file. In short, the nationalist current against which CPI had to swim was 
much weaker in Kerala tban India at large. ' 

All these are not to suggest that the tactics of opposition to Quit 
India movement did not create any adverse long term consequences. It 
created for the first time a generation of leftists in Kerala who were anti- 
comunists.*4 After the independence they formed the base for Revolu- 
tionary Socialist Party and Kerala Socialist Party, a serious challenge from 
the left for the advance of the communist movement. Another develop- 
ment with equally far reaching consequences was the splintering of the 


- mass movements. To counter the mass influence of the communists the 


Congress pursued a policy of splitting the existing mass organisations or 
setting up rival ones. Thus National Labour Union, Student Congress, Kisan 
Congress, etc. came into existence. The same policy was followed by 
the non-communist left within the trade union movement and became the 
major influence at least in one working class centre i.e. Quilon, in southern 
Travancore. 

There was also a temporary isolation from a good section of the 
nationalist masses which was indeed a matter of deep concern and frustra- 
tion within tbe party cadres who had just emerged from the ranks of 
Congress socialism. However, through dedicated work they were able to 
overcome this isolation. Judging from the increase in the party member- 
ship, the membership of the mass organisations, the sales of party litera- 
ture, the circulation of the party joural ‘Deshabhimani’ the response to the 
fund collection drives etc. in no way can the war period be considered а 
period of setback for the CPI іп Kerala? The party was successsful in 
consolidating its influence and make significant inroads especially in the 
southern Kerala. A number of factors contributed to the success of the CPI 
during this difficult phase of its growth. 

An important factor was that it was not laid down with “production 
disease" of the war period that had infected the party at large in India. 
Though the production policy constituted the main link in kisan and trade 
union fronts, the cadres exhibited great skill, especially in working class 
centres like Alleppey, in adopting tactics that ensured the fulfillment of day 
to day demands of the masses without taking recourse to forms of struggles 
that would have disrupted the war efforts seriously? There was signifi- 
cant increase in the shop floor level trade union activity and mass partici- 
pation in the functioning of the unions. The coir workers unions utilised 
every legal facility provided by the various factory legislations enacted in 
'Travancore as well as institutions of collective bargaining that had been 
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set up following the general strike of 1938 to secure the interests of the 
“workers. Despite the fact that Alleppy maintained industrial peace through- 

out the people’s war period, the economic gains by the coir workers were 
‘inno way lower than in Quilon where the non-communist left was the 
major influence. 

The communists were in the forefront of every activity that could 
"give relief to the distress caused by the war such as famine, scaricty- of 
“necessaries like cloth and kerosene, outbreak of epidemics, natural calami- 

ties еіс. Kerala being a chronically grain deficit region, the disruption of 
' supply routes due to the hostilities created near famine conditions. The 
"CPI worked out concrete proposals for the procurement of grain stocks 
“and statutory rationing and organised mass campaigns for their implemen- 
"tation." When the rationing was introduced, the party once again came to 
* forefront to expose its inefficiencies and agitate for remedial measures. The 
“relief work taken up by the party also won wide spread admiration. 

The war period was also a phase of intense political activity. Every 
“opportunity provided by the newly granted legality to the party was used 
'to educate the masses. Special attention was paid to the development 
of women's movement.. The party publishing house, party school, cultural 
“squads etc. gave a new thrust to the feverish political activity. Тһе relief 
7 work was no more philanthropic effort. The landlords and hoarders were 

the target of the food campaigns. The grow more food campaign brought 
to the fore the land question. The Anti-Jap Melas stressed the need for 
"the establishment of a national government for the success of the defense 
"efforts. Prominent were also the campaigns to release the national leaders 
and the condemned in Kayyur and Morazha cases. So much so, the British 
` Collector of Malabar considered the communists to be “generally intoler- 
able friends of the government".3? 


"The Post-War Revolutionary Upsurge : 

Ве Punnapra-Vaylar Struggle 

. А development of the war period that had important implications 
for the post-war practice was the crystallisation of the CPI's -approach 
towards the national question in Kerala, The CPI which had-already 
brought the three regions of Malabar, Cochin and Travancore under a unifi- 

“ed regional political leadership and an all Kerala trade union movement; put 
forward as a practical slogan the formation of a United Kerala consisting 
of the Malayalam speaking areas in the above three regions. Тһе struggle 
for United Kerala was to be an inseparable part of the struggle of the 
‘people for national freedom and the liquidation of feudal monarchies, The 

| perspective of the CPI enabled it ride on the crest of the wave of Malayali 
national feeling as well as cultural movement in the post war years.- It-also 
enabled the CPI to rise to the leadership of the post war upsurge in strug- 
gles, particularly, in Travancore where the feudal monarchy’ was scheming 
to create an ‘Independent Travancore’, і 
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In Malabar the CPI’s main thrust was in the agrarian sector. The 
campaign against hoarders and for forcible occupation of waste lands led 
to the violent confrontations, such as at Karivallur and Kavumbai. Рте- 
ventive detentions, ban on the party journal aud the widespread deploy- 
ment of Malabar Special Police raised the agrarian unrest to а new pitch. 
However, the CPI failed to link up these struggles with strike actions of the 
workers or co-ordinate them into a general political struggle. It was only 
by the middle of 1946, that the CPI national leadership realised the sweep 
of the post War upsurge in struggles as evidenced in the outbursts in 
Thebaga, Worli, Telengana and the RIN Mutiny and worked out the 
“main slogans of developing the' partial struggles for the achievement of 
democratic revolution and seizure of power by the people"? It was only 
in August 1946 that the Central Committee of the CPI sharply warned 
against the attempts of national bourgeoisie to compromise with imperia- 
lism and pointed out the revolutionary significance of the spontaneous 
struggles that were breaking out. It called on the party to develop them 
into “local battles" and "raise the question of state power". ?? 

The Punnapra-Vayalar Struggle (named after the two main centres 
on confrontation near Alleppy, in Travancore) should be situated in the 
above context.“ This struggle was one of the rare events in the history of 
Indian working class movement when the industrial workers not only 
programmatically but also physically led an armed movement of the rural 
masses. : 
How were the coir workers able to achieve the hegemony over the 
rural masses? The most important factor was the high level of political 
consciousness exhibited by the Alleppey trade unions in consistently and 
directly taking up the issues of the rural masses such as the demands of the 
farmers, famine relief measures, subsidised public distribution of necessaries 
and so on, along with their own demands and linking them all up with the 
larger political goals. The coir trade union activists were instrumental in 
building up the net work of tiade unions, peasant organisations and fisher- 
men associations in the country side. Such was the prestige of the coir 
worker unions that the union committees came to replace the former Ezhava 
caste panchayats for settling the intra-caste disputes. It was claimed that 
90 percent of the disputes among the people in the rural areas were settled 
though union arbitration during the 1944-46 period. And finally, a well 
knit communist party organisation existed in Alleppey region that closely 
linked the urban and rural movements. 

The relatively higher incidence of landlordism and feudal vestiges in 
the region compared to the other parts of Travancore, the tyranical over- 


. lordship of the traditional communal elite over the poor fishermen of the 


catholic community, the famine conditions snd acute unemployment, all 
provided a fertile soil for the fast development of the revolutionary move- 
ment in the countryside. Threatened, the rural reaction attempted to 
terrorise the workers into submission. The workers retaliated, sporadically 
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in the beginning and later in a more organised manner. It led to the entry of 
military into the area to meet the “communist menace’ in the first week 
of September 1946. With the approach of the harvest season the tensions 
and repression escalated forcing the terror stricken workers in many locali- 
ties to flee from their homesteads to areas where the movement was 
stronger and set up camps for self-protection. 

The mounting tension and unrest in the Alleppey countryside coincided 
with the shift in the CPI policy at the national level. The August resolution 
aptly reflected the situation that was developing in Travancore. The State 
Congress had refused to come out resolutely against the constitutional 
reforms that sought to perpetuate the monarchy and the Dewans rule as 
well as against the machinations of the Dewan to keep Travancore out of 
free India. A section of the bourgeois national movement had also started 
toying with the suggestion to give the reforms a fair trial. It was in this . 
context that the CPI came forward with the slogan ‘Throw the American 
Model into the Arabian Sea’, The trade union movement in: Alleppey - 
was in the forefront of the campaign. They spurned aside the Dewan’ 5 
offer for major economic concessions including the grant of statutory bonus ' 
(defined as deffered wages) if workers would withdraw from the political 
agitations. 

The party leadership in Travancore closely following the CPI’s new 
tactical line tried to link up the fierce partial struggles in Alleppey country- 
side with the general political struggles for а final onslaught on the feudal 
monarchy. A mass agitation on the scale of 1938 was envisaged. However, 
unlike in 1938, the organised working class through a general strike all 
over Travancore was to spear head the struggle. The self defence camps 
that had developed in the Alleppey countryside were sought to be trans- 
formed into volunteer camps where the workers were to be given training 
in close physical combat and military manoeuvres. 

The general strike began on October 22nd. It was evident from the 
beginning that the strategy һай failed. Not only did the State Congress 
not support the agitation, as the liberal national leaders had promised, but 
a section of them came out openly against the uprising. Thus the state- 
wide mass agitation never materialised. Even the general strike was a 
complete success only in Alleppey as the non-communist left developed 
cold feet at the moment. Thus the Alleppey workers were isolated. Martial , 
law was declared in the region and the military reinforcements moved into ' 
Alleppey. In the large scale military operations mounted against the volun- 
teer camps around 600 cadres and people were gunned down. Despite 
the self sacrificing heroism and the political determination of the workers,. 
all resistence was ruthlessly suppressed i in a period of less than a week. 

The crucial flaw was the failure to ensure а state wide agitation as 
in 1938. The optimism regarding the development of the mass agitation 
sprang from the illusions that the CPI entertained about a major section of 
the State Congress leaders joining the struggle, The party also over esti- . 
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mated its own preparedness to organise such a moment. The tactics adopted 
in the struggle closely corresponded to the “general strike and mass insur- 
rection model”. The static volunteer camps were a total negation of the 
whole concept of mobile guerilla squads. The poorly armed masses in 
crowds were pitted against the heavily armed military in pitched battles 
with disastrous results.” 

Despite these weaknesses, the Punnapra-Vayalar uprising was the peak 
point of the national movement in Kerala. It sealed the fate of the monar- 
chy in Travancore. More importantly, it signified the maturing of the 
working class that had emerged as an independent political force in 1938 
into the leadership of the natiónal movement in 1946. This status and 
prestige that the working class enjoyed on the eve of the independence, was 
an important factor that facilitated the rapid spread of the CPI in the 
fifties. . 


Conclusion 
_ We have briefly surveyed the development of the national movement 
and.the communist party in Kerala. The lineage of the CPI was traced to 
i ` the emergence of left tendencies within the Congress as well as in the non- 
' Corigress movements (especially іп Travancore-Cochin) and the crystallisa- 
tion of the former into the Congress Socialist Party. The Communists in 
Kerala came through Congress Socialism. They had risen to the leadership 
in the national upsurge at the end of the ’thirties. Іп this sense they were 
fortunate in escaping the phase of extreme sectarianism that characterised 
the tactics of CPI at the end of the ‘twenties due to its grave underesti- 
mation of the anti-imperialist potential of Indian bourgeois class. The 
Congress Socialists in Malabar moved towards the CPI positions out of 
their own experiences regarding the limitations of Congress movement in 
carrying the national movement forward (e.g., the disruption of Travancore 
struggle in 1938, the tactics adopted at the outbreak of the War, etc.) as well 
as the further growth of the mass movements (e.g., the question of no rent 
campaign in Malabar) aided by their international outlook and the CPI 
national leadership. It is significant that the 90 leading cadres of CSP 
who assembled in Pinarai in 1939 were unanimous in their decision to 
transform their organisation into a unit of the Communist Party of 
India. 

The experience of Kerala in the "forties underlines the need for a 
party of the working class to develop the peasants and workers into inde- 
pendent class forces (not only in an economic sense but also politically) 
апа establish the hegemony of the working class over the national united 
front. The Leninist concept of the vanguard role of the party has an extra 
significance in the case of countries like India for the following two 
reasons : (а) The formation of the working class takes place amidst the 
pervasive prevalence of precapitalist relations and ideclogy that tend to 
obscure the emerging class contradictions and compartmentalise expe- 
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riences, (b). the formation of the working class takes place in a colonial .. 
country, where the struggle for national freedom is the main trend of social 
development in which the national bourgeoisie has also an important 
role to perform. АП these tend to impede the development of: working . 
class, into class for itself and necessitates constant conscious intervention апа. 
struggle by the party of the working class. The fact that such a party came. 
to function in a systematic manner only by around the mid-thirties is 
the most important single factor that impeded the development of working 
class hegemony over the Indian national movement. And as a consequence 
the liquidation of imperialist exploitation and the landlordism continues to 
‘be on the agenda of India's democratic movement. 


1. D.S. Zagoria, ‘Social Basis of Communism in Kerala and West Bengal : A Study. 
in Contrast', Problems of Communism 22(1), 1973. 


2. Robin Jeffrey, *Matriliny Marxism and Birth of Communist Party in Kerala 1930- _ 
‚ 1940, Journal of Asian Studies XXXVIII (1), 1978. 
73. Victor Fic, Peaceful, Transition to Communism in India : Strategy of the Commu- , 
nist Party, Bombay, , Nachiketa Publications, 1969. 

4. Bhagwan Josh, ‘Nationalism and Indian Communists : Communist Party and, 
United National Front (1934-39), ;Studies i in History 1110. & 2), 1981, р. 154., 

5. Ibid. p. 159. 

6. Even though the Commintern had always upheld the tactics of the united front, 
serious underestimation of the anti-imperialist potential of the bourgeois class to . 
the extent of considering it totally” exhausted by the end of the 'twenties resulted 
in-sectarian mistakes with respect to the Congress. There was also serious overes- 
timation. of.the maturity of the working class and its party. The fact is that,. 
for various reasons, а proper communist party with ‚а centralised leadership and . 
ragular functioning came into existence only by the mid "thirties. 


7. Bipan Chandra, “Contribution. to ;Discussion', AKG Centre for Research.and . 

Studies, ‘Indian Freedom Struggle and the Communist Movement’ , (Mal). 
_ Trivandrum, Chintha Publishers, 1984, p. 207. 

8. P.C. Johsi, K. Damodaran, Marx Comes to ed New Delhi, Manohar Book 
Services, 1975. 

9. M.K. Sanu, Sahodaran Samudayam (Mal. ) Kottayam, DC Books, 1980. 

10. E. Madhavan, Swatantra Samudayam (Mal), Trivandrum, Prabhatam Printing 
and Publishing Co., 1969. 

11. Read the speech of N. Krishnan at the meeting of the Labour Union in K.C. 
Govindan, ‘Thiruvithamcore Laboua Associationte Charitra Samgraham' 
Thozhilali Viseshal Pratai (Maly ), Alleppey, Travancore Labour Association, 
1938, p. 3. 

12. К.С Govindan, Memoirs of an 1 Early ‘Trade Unionist, A. D. Neelakantan Memo- 
rial Series, Trivandrum, CDS, 1986 (forthcoming). . 

13. P.K.K Menon, History of the Freedom Movement in Kerala, Noll. 11, Trivandrum, 
"Government of Kerala, 1972 

14. Е.М. Namboodiripad, Communist Party in Kerala, Vol. 1 (Mal. ), Trivandrum, 
Chintha Publishers, 1984, pp. 12-13. > 

15..F' Krishna Pillai, ‘Kerala ‘Congress Socialist Party’, reprintéd in Antalatt 


THE NATIONAL MOVEMENT AND THE COMMUNÍST PÁRTY IN KERALA 79 


16. 


17. 


' 18. 


19. 


20. 


21. 


22. 


23. 


24. 


24. 


25. 


26. 


27. 


28. 


29. 


30. 


31. 


32. 


33. 


34. 


36. 


(ed.) Sakhakkale Munnotu (Mal) "Trivandrum, Chintha Publishers, 1978, 
pp. 245-6. ; 


E.M.S Namboodiripad, Kerala : Society and Politics. An Historical Survey, New 
Delhi, National Book Centre, 1984, p. 142. 


T.V. Krishnan, Kerala’s First Communist : Life of Sakhavu Krishna Pillai, New 
Delhi, CPI, 1971, p. 19. 


E.M.S. Namboodiripad, Atmakatha (Mal.), Trivandrm, Chintha Publishers, 
1985. 


U. Gopalankutty, ‘The Integration of Anti-Landlord Movement with the Move- 
ment Against Imperialism the case of Malabar 1935-39’, Studies in History 11 
(1 & 2), 1981. 


Prakasham R., Keralathile Trade Union Prasthanathinte Charitam (Mal.) 
Trivandrum, Prabhatam Printing & Publishing Co,, 1979. 


E.M.S. Namboodiripad, ‘The Congress Socialist Party and the Communists’ 
The Marxist, 2(1), 1984. 


See А.К. Gopalan, In the Cause of the People, Madras Sangam Books, 1976, 
pp. 133-5. 


N.E. Balaram, Keralathile Communist Prasthanam (Mal), Quilon, Prabhatam 
Printing and Publishing Co., p. 126. 


Е.М.5. Namboodiripad, Kerala : Society, p. 144. 


See, for example, the analysis of development of education in Travancore, P.K. 
Michael Tharakan, *Socio-Economic Factors in the Development of Education— 
A Study of 19th century Ттауапсоге, CDS Working Paper No. 194, Trivandrum, 
CDS, 1984. 

T.M. Thomas Isaac, P.K. Michael Tharkan, ‘Sree Narayana Movement in 
Travancore (1888-1939). A Study of Social Basis and Ideological Reproduction' 
CDS Working Paper (forthcoming), Trivandrum, CDS, 1986. 


N. Jayadevan, “Тһе Student Disturbances of 1922--А Study of Genesis of Student 
Movement in Travancore' (unpublished paper), Trivandrum, Department of 
Politics, KUU, 1956. 


М.М. Govindan Nair, *Emmente Anmakatha’ Trivandrum, Prabhatam Printing 
and Publishing Co., 1984, pp. 205-226, 


T.M. Thomas Isaac, ‘From Caste Consciousness to Class Consciousness. Alleppey 


Coir Workers during Inter-War Period’, Economic and Political Weekly XX (4) 
1985. 


E.M.S. Namboodiripad, ор cit., p. 143. 


P. Krishna Pillai, *Alappuzhayile Pothu Panimudakkam’ in Antalatt, op cit., 
p. 66. 


К.С. George, ‘Ente Jeevitha Kathal (Mal. Malayala Monoramma, Aschapathippu 
XXVI (31) 198, pp. 4 and 43. 


E. Gopalakrishna Menon, Mayatha Ormakal’ (Mal.), Trivandrum, Prabhatham 
Printing Publishing Co., 1984. 


E.M.S. Namboodiripad, 4 Short History of the Peasant Movement in Kerala, 
Bombay, People's Publishing House, 1943, pp. 41-42. 


М. Sreekantan Nair, Kazhinjakala Chitrangal (Mal), Kottayam, Sahitya 
Pravarthaka Sahakarana Sangham, 1976. 


T.M. Thomas Isaac, "Working Class Hegemony and the Working Class Party— 


80 


37. 
38. 
39. 


40. 
41. 


42. 


SOCIAL SCIENTIST 


the Lessons of Experiences of Alleppey’, in AKG Centre or Research and Stu- 
dies, op. cit. St 
E.M.S. Namboodiripad, Food in Kerala, Bombay, People’s Publishing House, 
1944. 

Quoted T.J. Nossiter, Commnnism in Kerala. A Study in Political Adaptation, 


- Delhi, Oxford University Press, 1982, p. 86. 


M.B. Rao (ed.) Documents of the History of the CPI, Vol. VII, 1948-50, New 
Delhi, People's Publishing House, p. 207. 

‘Report on the Reformist Deviation’, Ibid. pp. 150-2. 

КС. George, Punnapra-Vayalar (Mal.), Trivandrum, Prabhatam Printing and 
Publishing Co., 1972. / 
M.B. Rao (ed.), op. cit., p. 902. 


В.Т. RANADIVE* 


India's Freedom Struggle 


IN ex-colonial countries the formation of a nation and the growth of 
national consciousness takes place in the course of struggle against foreign 
rule. India was not a nation in the modern sense, when it was conquered 
by the British. This is a historical truth and should not be treated as deni- 
gration of our people. Neither England nor France for that matter were 
modern nations before the rise of capitalism in these countries. They 
became nations, when the rising capitalist class overthrew feudal rule, 
abolished feudal relations, and integrated the country into single economic 
units for purpose of commodity exchange, etc. 

However the fact that India was not a nation in this sense does not 
mean that the Indian people were alien to each other, with nothing in 
common between the peoples of various parts and regions. There wasa 
history of common culture, outlook, ideological traditions and the firm 
idea that India extended from one end of the country to another. The 
common culture reinforced by modern convictions of economic unity 
helped the people to unite against the British. 

It was natural and inevitable that in the early. years of our national 
struggle, leaders emphasised that India was always one nation. But we 
should know that this was not so, that the process of nation building is 
still going on. We should bear in mind that no country of such immense 
dimensions as India was conquered for the foreigners by its own army as 
our country was. It took nearly a century after the introduction of British 
rule to organise a national resistance to the enslaver. 

When the people of a country have to fight a foreign ruler the illu- 
sion of a complete homogeniety in the ranks is easily created. No thought 
is given to the role of various interésts and their relation to the 
foreign ruler. Few analyse the old social situation in which the country 
could be enslaved. If at all this js done, it is regarded as irrelevant, as 
problems to be hushed away by saying that all these will be settled once 
the country is free. No effort is made to demarcate those whose interests 
run counter to the ultimate interests of the people and ensure that they do 
not affect the shape, the destiny of the struggle. 

The struggle for the formation of a nation cannot start without the 
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existence of a modicum of capitalist relations. It is therefore inevitable 
that where capitalist relations are weak, where the modern working class '' 
exists in small number and its consciousness is still dominated by the old 
structure, the struggle for the formation of a nation is increasingly led by 
the intellectuals representing the new bourgeois democratic values. Till 
then the struggle against foreign rule remains compartmentalised and 
though it sometimes takes the form of a national revolt, lacks a cohesive 
ideology and programme to sustain it over the years. 

This as we will presently see was the experience of India. The revolts 
of Indian soldiers in the British army represented a hatred of the foreigner 
"and a desire to drive them out. Yet they cannot be said to possess popular 
national consciousness. Тһе process was developing through the very acts 
‘of the British—through the steps they had to take to introduce modern 

‘means of communication and exploitation. 
: Marx said that, without intending to do so, the British were becom- 

ing the instrument of Indian regeneration : 
~tr “Тһе historic pages of their rule in India report hardly anything 
5i beyond that destruction. Тһе work of regeneration hardly transpires 

through a heap of mines but nevertheless it has begun. 

. The political ünity of India more consolidated and extending farther 
'than it ever did under the Great Moghuls, was the first condition of 
its regeneration. That unity, imposed by the British sword will now 
be strengthened and perpetuated by the electric telegraph. Тһе 
native army, organised and trained by the British drill sergeant, was 
the sine qua non of Indian self-emancipation, and of India ceasing to 
be the prey of the first foreign intruder. The free press, introduced 
for the first time into Asiatic society, and managed principally by 
the common offspring of Hindus and Europeans is a new and power- 

: ful agent of reconstruction. Тһе zamindari and ryotwari themselves, 

- -  abominable as they are, involve two distinct forms of private pro- 
perty in land—the great desideratum of Asiatic Society. From the 
Indian natives reluctantly and sparingly educated at Calcutta, under 
English superintendence, а fresh class is springing up, endowed with 

-ıı requirements for government and imbued with European science. 
Marx further observed : 

But when you have once introduced machinery into the locomotion 
of a country, which possesses iron and coal, you are unable to with- 
bold it from its fabrication. You cannot maintain a net of railways over 
an immense country without introducing all these industrial processes 
necessary to meet the immediate wants of railway locomotion and 

. out of which there must grow application of machinery to those 
branches of industry not immediately connected with railways. The 

, railway system will therefore become in India, truly the fore-runner 
of modern industries. . . .Modern industry resulting from the railway 
system will dissolve the hereditary divisions of labour upon which 
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rest the Indian castes, these decisive impediments to Indian progress 

and Indian power. 

Marx in these two passages was describing the process of capitalist 
development—the condition for the formation of a nation in India. 

In dealing with the freedom struggle of our country we are dealing 
with one of the most outstanding events of the 20th century, a historic 
event of world importance. The Russian Revolution of 1917, the anti- 
Nazi victory of the USSR in the Second World War, the successful Chinese. 
revolution and the liberation of Indía have contributed to changing the 
political landscape of the world, The first three events of course had much 
more far-reaching effects on world history. Тһе first two victories contri- , 
buted ina big way to the achievement of Indian independence, and this 
achievement by the Indian people further unleashed such huge forces. 
which weakened the enslaving forces of world imperialism and contributed . 
to the collapse of the colonial system. А proper assessment of all those 
who contributed to this achievement and of those who with justification 
claimed the leadership of the struggle is necessary to understand the 
growth and maturing of this historic event. Further, a correct historical 
perspective on the national struggle will emerge only if it is taken in con- | 
junction with its sequel—the post-independent history of India, characte- 
rised by the immiserisation of our people, the monstrous rise of unemploy- 
ment, pervasive corruption, the growing collapse of all the values 
assiduously nurtured during the national struggle, the rise of communal 
and divisive forces and threats of dismemberment and disruption. The 
disappointment of the people is exploited by reactionaries to denigrate the, 
achievements of freedom ; to belittle the sacrifices of the people. There 
are scribes who portray as if freedom was a gift of the rulers and not the 
triumph of the Indian people. 

The concerted attempt to kill national patriotic sentiments is in- 
directly helped by the ruling Congress party when it denies the role of 
the masses and gives credit only to certain leaders for achieving Indian 
freedom. 


I 


1857 War of Independence 


The 1857 War of Independence was an inspiring story of armed 
resistance against British enslavement and misrule. Through the 18th 
and [9th Century a series of struggles against the British occurred. This 
period of militant struggles started with the Sanyasi Rebellions (1763-1800). 
round which centered Bankim Chatterjee’s famous novel Anand Math and 
continued till the Birsa Rebellion (1890-1900". 

From Garo to Lushai Hills to Trivandrum іп the South, from Cutch. 
in the West to Rajamundhri on the Eastern Coast, people were involved 
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in the fight at one time or other during the course of these hundred years. 

The 19th century saw a number of armed mutinies of Indian soldiers 
against the British, Thé earliest mutiny was in 1824-25 by soldiers who 
were to be despatched to Burma. The apparent reason was that they did 
not want to be despatched by sea route. The sepoys besides made а 
demand for increased allowance. However, it is evident that a strong 
anti-British current was developing in the country. The Press Regulations 
of 1823 added to the fire and it was widely believed in official circles that 
Ram Mohan Roy’s appeal for the Freedom of the Press was a source of 
the inspiration for the rebels. The mutiny spread beyond Barakpur (in 
Bengal). Mutiny was crushed but the discontentment could not be suppres- 
séd. Another protest developed in 1827-28 concentrating round Calcutta 
and directed against the Stamp Duties Regulations Act of the Company. 
The people should not be taxed without their consent was the slogan. 
(Ashok Lal Ghosh, British India’s First Freedom Movement—1820-1830). 

What was the source of this desperate resistance? It was a period 
when the British East India Company was carrying on its robbery of the 
people, without any pretence to law or rules. It was soon followed by 
imports of products of British cotton industry, which shattered the union 
of agriculture and industry in ,India, imposing unspeakable misery on 
millions. 

In the beginning the rapacious Company attacked all interests, the 
peasants, handicraftmanship, merchants, landlords and feudal princes—all 
were the victms of its piracy. Exhorbitant demands were made on the 
landlords and feudal princes to serve as an excuse for depriving them of 
their properties and principalities. To meet the Company’s demands they 
intensified the oppression of the peasants. Merchants’ houses were often 
raided, peasants and weavers were treated as serfs. Territories of ruling 
princes who were without an issue were absorbed in the extending domi- 
nation of the British. І 

It was because of this exploitation of all, that landlords and peasants, 
feudal princes and subjects often fought together against the British. Their 
ranks were strengthened by the disbanded Moghul and other feudal armies. 
However, as days passed, the peasants got involved in a simultaneous fight 
with the foreign rulers and the landlords. 

The figures that emerged in these stormy struggles constitute a - 
spectrum of the entire society. Adivasis, peasants, religious reformers, 
disbanded soldiers, ministers of feudal princes, all appear on the stage. . 
Heroic figures such as Majanu Saha, Bhawani Pathak, Devi Choudharani 
(all leaders of the Sanyasi Rebellion), Vijaya Rama Raja of Vishakha- 
patnam, Wazir Ali, Nawab designate of Oudh, the Bhil leader, Dasaratha . 
and Hiri (Maharashtra) Chinnamma of Kitur (Karnataka) Sayyed Ahmed: 
(of Bareilley) the Wahabi leader and his colleague Teetu Meer and the 
patriotic Valu Thampi of Travancore, the anti-British Veer Raja of Coorg, 
the anti-landlord anti-Indigo planter Deedu Mien of Faridpur (now іп 
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Bangla Desh), Narain Reddy of Karnool who embraced the gallows, Matu 
Bommen Naik of Ramnad, Tribhuvan Santhal, Mansinha Maji leaders of 
the Santhal rebellion, the well known leaders of 1857, Vishwanath Sardar, 
leader and initiator of the indigo revolt, Vesudeva Balwant Phadhke of 
Poona and Birsa of Ranchi. Hindus and Muslims fought shoulder to 
shoulder. Heroic women led the struggle on a number of occasions. 
The people fought in one part of the country or another emphasising 
that the entire country was passing through the same mill of foreign 
oppression. 

On every occasion they were defeated overwhelmingly by a more 
well-equipped force. British superiority was not the superiority of courage 
and individual bravery, but of modern armies and an advanced social 
order, pitted against a decaying order and outdated armies. But by their 
courageous resistance of the people these struggles were laying the founda- 
tion of future national resistance. 

Falsifiers of history did their best at one time to hide this militant 
national tradition of the Indian struggle. 

The culmination of this era of struggles was the great national out- 
break of 1857 which had a more cohesive consciousness, organisation and 
purpose behind it. It was in the fitness of things that it was Vinayak 
Damodar Savarkar, the revolutionary freedom fighter, who claimed for the 
people the heritage of this fight calling it “war of Independence of 
1857”. The delicate constitutional politics of the post 1857 leaders 
abhored this kind of disloyality and unconstitutional aberration. 

It was almost the first attempt to organise resistance on a nation-wide 
plane, the first direct product of the new civilisation implanted by the 
British. Its appeal based on religion and failure to formulate its aims in 
modern national and democratic terms marked its limitations. But the 
obective character of a struggle can never be measured solely in terms of 
its own consciousness. 

Objectively it was а national revolt and men like Disraeli, Ex-Prime 
Minister of Britain and leader of opposition in 1857 asked in Parliament 
“Does the disturbance of India indicate a military mutiny or is it a natio- 
nal revolt ? Is the conduct of the, troops the consequence of a sudden 
impulse or is it the result of an organised conspiracy 7” 

The British rulers and their scribes branded the rebellion as a mutiny 

and denied its national significance. Taking an unhistorical view some 
Indian writers also described the revolt as a feudal reaction, forgetting that 
the sepoys represented the peasantry in uniform. 

It is however interesting to note that Karl Marx saw the real signi- 
ficance of the struggle and denounced its detracters. He wrote that : 

On first view, it was evident that the allegiance of the Indian people 

rested on the fidelity of the Indian army, in creating which the 

British rule simultaneously organised the first general centre of resis- 

tance which the Indian people were ever possessed of. Before this 
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there had been mutinies in the Indian army, but the present revolt 
was distinguished by characteristic and fatal feature. It is the first 
time that sepoy regiments have murdered their European officers, that 
the Musalmans and Hindus, renouncing their mutual anti-pathies, 
have combined against their common masters, that “disturbances 
beginning with the Hindus have actually ended in placing on the 
throne of Delhi a Mohamedan Emperor", that the mutiny had 
not been confined to a few localities; and lastly, that the revolt in the 

Anglo-Indian army has coincided with the general dissatisfaction 

exhibited against English supremacy on the part of the great Asiatic 

nations, the revolt of the Bengal Army being in no doubt, intimately 
connected with the Persian and Chinese wars". 

The unity exhibited in 1857, cutting across religious distinction, was 
emphatically noted. This fact is very important, asit shows that the Sikhs, 
like the Mohamedans, were making common cause with the Brahmins, and 
that a general union against the British rule, of all the different tribes, was 
rapidly progressing. 


More About 1857 War 


The total army of the company consisted of 170,000 soldiers of which 
Indian numbered 140,000. They were divided into different contingents or 
armies stationed in Bombay, Madras, and Bengal. The Bengal army was 
most homogeneous drawing its recruits mainly from of Oudh, Bihar and 
UP. the Brahmins, Rajputs Jats, and Muslims. The upper caste Hindu 
sections came either from the upper strata or patta holders in villages. 

For a long time these soldiers had not participated in a regular war 
being mainly concerned with protecting internal security. They were there- 
fore spread all over Northern India. By Indian standards they were getting 
a proper wage, yet discontent was rife among them. It arose from the 
direct national humiliation they had to suffer in the army. No Indian 
soldier could expect to rise above the post of a Havaldar while new recruits 
from England would be placed in a higher position than any Indian soldier. 
The British soldiers and officers had separate messes and were provided 
with all amenities while the sepoys had to live in ramshackle huts along 
with their families. - 

The immediate cause of the revolutionary outburst is well-known. 
On May 10, 1857 the sepoys refused to accept the cartriges and were 
cruelly punished. Discontent spread and the sepoys got the support of the 
city poor and the peasants in nearby villages. The rebels killed their British 
officers and marched to Delhi. Vanquishing the British Officers, the rebel- 
lious -soldiers marched towards the Red Fort, where Bahadur Shah the 
deposed Mughal Emperor was keptin detention. They prevailed upon 
the old emperor to declare himself as the ruler of India and took his 
signature on an appeal prepared by the revolutionary rebels. The Mullahs 
issued a fatwa declaring a religious crusade against the British. А new 
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Government was proclaimed in Delhi which included high placed courtiers 
and amirs. Bahadur Shah became the symbol of India’s regained political 
power for the rebellious people. 

The sepoys now faced difficulties of administration. A number of 
contingents from various parts of the country moved to Delhi. These 
sepoys were not yet united under a single command. They followed the 
directives of their contingents’ leaders. The authority of the Delhi 
Government was not yet recognised. This led to lot of indiscipline. Be- 
sides there was growing shortage of food in the city as the landlords had 
stopped sending rent dues to the capital. 

The sepoys established their organ of authority and administration 
(Jalsa) which consisted of six representatives of the sepoys and four of 
citizens, But despite its democratic character the Jalsa was not able to bring 
the situation under control and restore discipline. 

In Bengal, the Governor General Canning succeeded in disarming the 
Indian sepoys and nipped the discontent in the bud : Some small mutinies 
did take place, but they were suppressed. In Punjab also the British 
Command was able to prevent a general revolt and only a few contingents 
could reach Delhi to join the rebels. 

In contrast was the situation in Oudh and Bundelkhand. The kisan 
took no time in siding with the rebels. They made their own armaments 
for the struggle. They-uprooted the landlords imposed by the British, 
attacked official quarters and stopped payment of rent to the old established 
landlords and -talukdars. Having driven out the officials of the colonial 
Government, the peasants formed armed squads for defence and prepared to 
resume rights to village common Jand which the British had withdrawn. 

The towns in the Doab took active part in the upsurge, Aligarh 
(2ist May), Bareilley and Lucknow (31st May), Cawnpore (4th June) 
Allahabad (6th June} and many other towns were freed and new adminis- 
tration was established. 

In Barelli the administration was headed by Khan Bahadur Khan a 
decendent of Hajis Rahamat Khan Rohilla who was killed in 1772 ina 
battle between the armies of Oudh and the Company. The reins of 
administration of Cawnpore were placed in the hands of Nana Sahebha 
the adopted son of Peshawa Bajirao II who had been deprived of his 
powers by Dalhousie. In Allahabad a school teacher and follower of the 
Wahabi doctrine, Maulvi Liaquat Khan assumed responsibility for the 
new administration. 

But the sepoys in Delhi were without proper political and military 
leadership. Even when they could have taken the offensive against the 
British forces round the city, they kept to a defensive posture and permitted 
the enemy to gather together its far lung forces. The-British utilised the 
time to recall its army from Iran, and from Madras for a common assault. 
There were 69 thousand sepoys behind the city walls of Delhi but they 
were unable to push back and rout 6,000 British soldiers. Lack of resources 
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and supplies drove many sepoys to leave Delhi —a sign of disintegration of 
common will. The defeat of Bakhu Khan in Nazafgarh proved a bad blow 
for the fighters. 

i All the manifestos issued on behalf of the rebels outlined several items 
of reform and concession promised after victory. These included special 
concessions to traders and Muslim religious leaders but did not include any 
assurance to reduce the rent of the peasant-tenants. This disappointed a 
large section of sepoys who were mostly drawn from the peasantry. In this 
situation the British who had by now assembled their forces in sufficient 
numbers attacked the city and were able to capture Delhi in five days. 

Thus crumbled the new seat of power —of Indian power established by 
the revolt. The fall of Delhi which lowered the morale of the revolutionary 
. forces all over the country had become the symbol of their power and 
victory. 

Delhi had to pass through a terrible ordeal of mass murder and 
loot. Bahadur Shah's two sons were shot dead by a British officer. The 
repine of Nadirshah paled into insignificance before the loot and vandalism 
of the advanced bourgeois represented by the British. According to Elphin- 
stone, Governor of Bombay, the crimes of the British army after the capture 
of Delhi were indescribable. 

But Delhi was not alone. General Neil who was sent from Calcutta 
to lead the British army in Delhi went on rampage, murdering hundreds 
of people in Benaras and Allahabad. Even Lord Canning, the Governor 
General could not stomach this orgy of blood and murder, Neil was reliev- 
ed of his command and replaced by General Haverlock. But Haverlock 
proved worse than Neil.Haverlock set on fire the villages through which he 
passed and several hundred were hung from trees. 

In. Cawnpore the rebels were led by Nana Sahab, Tantiya Tope апа 
Ajeemullah Khan. Nana Saheb's Secretary Ajeemullah was ап educated 
person who had visited Europe twice. The British had to surrender to the 
rebels after a tussle of three weeks. Now Haverlock came to the rescue 
of the British in Cawnpore. Jt was only in June that Haverlock was able 
to enter Cawnpore where upon he unleashed unprecedented terror and 
mass murders. In Lucknow after the success of the rebellion, the adminis- 
tration had been handed over to the decendents of the Nawab of Oudh. The 
city was administered by the decendents of the Nawab's officials. The real 
leader, however, was Ahmedullah belonging to an aristrocratic family 
from Madras. Не had been to England but on his return was engaged іп 
Wahabi propaganda. On 21st September Haverlock reached Lucknow 


but was surrounded by the rebels. Тһе Commander in Chief of the British _ 
Атту, General Campbell reached Lucknow from Cawnpore with artillery .` 
and 4,500 soldiers. Не failed to take Lucknow but was able to rescue the 7: 


British imprisoned in the Residency building. But in the meanwhile 
Tantiya Tope with the aid of sepoys of Gwaliors (the ruling Scindia family 
had ruled with the British) made а swift movement against Cawnpore 
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defeated General Windhans and recaptured Cawnpore. Tantiya was later 
on defeated and the British again got hold of Cawnpore. 

The sprit of resistance thus continued despite the fall of Delhi. Great . 
and full of heroism was the fight put in defence of Lucknow. Campbell 
now mobilised an army of 49 thousand for an attack on Lucknow. There 
were two lakh people in the city and they all united to defend the city 
and resist the British onslaught. But they were short of arms and skilled 
military leadership. After a month’s heroic resistance Lucknow fell to the 
foreigners and for two weeks witnessed loot, rapine and murder. 

The fall of Lucknow broke up a powerful centre of rebel activity and 
the rebellious forces now had to take to guerilla warefare, engaging the 
British in a series of skirmishes. In the meanwhile Canning declared that 
the properties of the Oudh Taluqdars would be confiscated by the Govern- 
ment as they had remained neutral in the struggle or had opposed the 
British. This angered the landlord interests and they got ready to defend 
their properties, joining the resistance forces operating under Bahadur 
Khan of Bareilley. Campbell met with such stiff resistance that he could 
reach Bareilley only by May 1858. After this Nana Saheb and his asso- 
ciates fled towards Nepal. 

Tantiya Tope was still in action fighting the enemy. The Rani of 
Jhansi, who personally supervised the defence of Jhansi fort and managed 
to escape the surrounding British Army, joined Tantiya Tope. They were 
successful in capturing Gwalior. But іп later battle Tantiya was defeated 
and the Rani, who was leading the cavalry force, was killed. 

The irrepressible Tantiya continued to fight. Dodging the enemy 
he went to Khandesh and in a swift movement again returned to Gwalior. 
But it seems he was betrayed and paid the price for loving his country. 

This great revolutionary upsurge of the people was defeated for many 
reasons. It was a national upsurge but did not yet evoke all the forces of 
national resistance. Its driving forces were the peasants and artisans, no 
doubt. But its leadership rested with the traditional leaders of feudal 
society— the feudal landlords and aristocrats. It therefore could not pro- 
duce a democratic programme to unify the people and above all to satisfy 
and unite the peasantry. The demands of the peasantry went against the 
interests of the feudals, who could not unite even the active forces of resis- 
tance located in the different centres. This failure narrowed the mass 
basis of the upsurge. The revolt besides lacked military leadership. The 
feudal leaders produced some heroic figures, but were unable to organise 


united resistance. 
After the proclamation of Queen Victoria which guaranteed amnesty 


to all feudals, the upper strata of feudals detached themselves from the 
resistance. The Taluqdars and Rajas who had taken to arms after Cannings 
March Declaration confiscating their property now made peace with the Raj. 

Finally it must be kept in-mind that the entire Indian army did not 
join the battle. 
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The 1857 revolt was the first great awakening of the Indian people. 
It was hazy in its conception and poor in itsexecution. But it relied on 
the most widespread and basic sections of Indian society—the peasantry. 
It was a mixture of old and new—new aspirations and old leadership, a 
struggle fought under the deadweight of tradition. It failed because the 
forces which could successfully hold together various sections of the people 
and provide viable modern leadership had not yet arisen. Опе of the last 
-uprisings was that led by Vasudeva Balwant Phadke of Poona in 1870. 
With Phadke a new personality arises on the scene tolead the mass up- 
rising—a person educated under the British school system. Educated in 
Poona High School, employed as a clerk in the railway, this patriot whom 
the officials referred to only as a brahmin placed himself at the head 
of the dispossesed Ramosi and tried to give expression to the woes of the 
peasantry. 


Rise of New Leadership 


Though the armed struggle continued till the end of the 19th century, 
-other important developments were taking place on the Indian scene in the 
post-1857 period. 

For one thing the British rulers were entering upon a new phase in 
their policy of exploitation consistent with the requirements of the new 
phase of British capitalism. 

In 1853 Marx noted this phenomenon : 

At the same rate at which cotton manufactures became of vital. 

interest for the whole social frame of Great Britain, East India be- 

came of vital importance to the British cotton manufacturers— Till 
then the interests of the moneycracy who had converted India into 
its landed estate, ofthe oligarchy who had conquered it by their 
armies and of the millocracy who had inundated it with their fabrics 
had gone hand in hand. But the more the industrial interest became 
dependent on the Indian market, the more it felt necessary to create 
fresh productive powers in India, having ruined her native industry. 

.You cannot continue to inundate a country with your manufactu- 

res unless you enable it to give some product in return. 

- Lord Dalhousie's famous minute on railways put the British indus- 
trial point of view clearly : 

The commercial and social advantages which Indians would derive 

from the establishment of railways are,I truely believe, beyond all 

caleulation— England is calling aloud for the cotton which India 
does already produce in some degree and would be sufficient in qua- 
lity and plentiful in quantity, if only there were provided the fitting 
means of conveyance from some distant plains to the several ports 
adopted for its shipment. Every increase of facilities in trade has 
been attended, as we have seen, with increased demands for articles 
of European produce in the most distant markets for India—New 
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markets are opening to us on this side of the globe under circums- 

tances which defy the foresight of the widest to estimate their pro- 

bable value or calculation of their future extent. 

This policy of building the infrastructure to reach a wider Indian 
market for selling British goods and purchasing Indian raw material and 
agricultural produce was to be accelerated in the third quarter of 19th 
century when British capitalism entered the stage of imperialism. In this 
new stage export of capital to India was also necessary and development 
of infrastructure to facilitate British investment was required in a larger 
measure than before. 

These developments were leading to important results. They were 
creating the background and wherewithal for a modicum of development 
of Indian industry, of indigenous capitalism. They provided a realistic 
basis for the values and ideology of the educated intelligentsia—domocratic 
values borrowed from the experience of advanced capitalist countries like 
Great Britain. With the future maturing of these developments this intelli- 
gentsia was to produce the leadership of the National Congress and the 
next phase of the freedom struggle. 

The post 1857 period saw other changes in the policy of the British 
rulers. Learning from the experience of 1857, that with the army in revolt 
there was no social support for their regime, the British rulers decided to 
rely on the Indian princes and big landlord interests to act as a buffer 
against any repetition of 1857. ' The princes on the whole had remained 
loyal to them in the 1857 revolt ; the defection of some of the princes at a 
crucial stage in the struggle would have turned the tables against the 
British. The policy of annexation of princely states was thus given up. 
Simultaneously, frightened by the efforts of religious propaganda during 
the 1857 rebellion the British Government announced a policy of non- 
interference in the faith and belief of the people. It was meant to assure- 
to all reactionary obscurantist forces of the protection of the state against 
progressive changes. Later on the policy was to be used to support caste 
and communal dissensions to disrupt the anti-imperialist struggle. 

The National Congress was born in this background. Its origin was 
conceived by Hume, an official of the Raj with a specific aim in view—a 
mediation between the Government and the “ignorant mases" to check 
the unlawful proclivity of the latter. The assumption was that the ideas 
of constitutionalism and order, progressively instilled into the minds of 
the educated intelligentsia by western education, would enable them to 
hold the masses from disloyal action. 

The British rulers and Hume were trying to use and organise the 
very forces which were destined to lead the struggle for the country's free- 
dom. However, it was not the case that an organisation like the Congress 
composed of the educated intelligentsia would not have been born but for 
Mr. Hume. Historical developments were impelling the new leaders | 


` to join in an all India organisation. Local organisations had already arisen, 
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In 1883 an Indian Association called the First АП Indian National 

organisation was attended by representatives from Bengal, Madras, 

Bombay and the United Provinces. The National Conference of 

1883 was held under the Presidency of Ananda Mohan Bose who 

later became President of the National Congress in 1898. In his 

opening address he declared the conference to be the first stage to a 

National Parliament. Thus the conception of an Indian National 

Congress had already been formed and was maturing from the initia- 

tive of the activity of the Indian representatives themselves when the 

Government intervened to take a hand. The Government did not 

found a movement which had no previous existence or basis. Тһе 

Government stepped into to take charge of a movement which was 

іп any case coming into existence and whose development it found 

was inevitable. (R.P. Dutt, India Today). f 

The first Congress President displayed characteristically loyalist note 
with cheers for the English Queen. 

The creation of the Indian National Congress was conceived as an 
attempt to placate the rising bourgeois intelligentsia, to keep it away from 
the developing discontent of the masses, and divert it into safer channels. 
Andrews and Mukherjee in their ‘Rise and Growth of the Congr ess" admit 
and appreciate this purpose. 

The time was fully ripe for the all-India movement. In place of an 
agrarian revolt which would have the sympathy and support of the 
educated classes, it gave the rising classes a national platform from 
which to create a new India. It was all to the good in the long run 
that a revolutionary situation based on violence was not allowed to 
be created once again. 

Fear of revolution and agrarian revolt were to remain the two curses 
of the Congress leadership throughout the freedom struggle. This fear 
led to subsequent distortions of perspective resulting in the distress of 
post-independent India. 


Limitations of Bourgeois Leadership 

Here we must understand the role of class forces in India's freedom 
struggle. The intelligentsia gathered in the Congress, the leadership of the 
Congress, cannot be a seen in a non-class perspective. lt represented the 
aspirations of that section which advocated establishment of a modern 
democratic government, and overcoming India's economic backwardness 
by building modern large-scale industry. This modern path of progress 
amounted to building‘a modern capitalist society in India. This of course 
was opposed to the interests of the British who opposed industrialisation 
and the advance of democratic rights for the Indian people. : 

The intelligentia represented rising national bourgeois interests which 
were in conflict with imperialism and whose aims could not be achieved 
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without popular support. The existing mass discontent increased the 
influence and power of the Congress over the. people. , 
This should have been an ideal situation for developing a revolu- 
tionary leadership. But in India the intelligentsia and the national bour- 
geoisie were characterised by their opposition to agrarian revolution, which 


~ would abolish old land relations and the feudal states. In fact througout 


this period they allied themselves with these forces in the name of national 
unity and prevented the peasantry and the people’s movements in the states 
from confronting feudal vested interests. 

There were historical reasons for this outlook. These related to the 
conditions under which India's capitalist class arose and which shaped the 
political outlook of the intelligentsia. These conditions were quite different 
than those facing the rising bourgeoisie of England and Europe. 

In Europe the rising bourgeoisie had to defeat the feudal ideology 
and fight the Roman Catholic Church before it could aspire for state 
power. It had to do away with the economic and political power of the 
feudals—abolishing monarchy, wf rendering it harmless as in England. 
This was not soin India and the newly liberated countries. Before the 
Indian bourgeois elements began to be consolidated into a class with its 
own aspirations, the feudal state power in India was already broken by the 
British. The Indian bourgeoisie had to fight for power against the imperia- 
lists. It did not have to struggle against the feudal state or its ideology 
to establish its superiority. 

Besides, the Indian bourgeoisie grew in conditions created by the 
British for colonial exploitation. "Whereas in Europe they arose out of 
the producing sections, small proprietors, artisans, master craftsmen etc. 
in India they arose out of the comparador class, out of the traders, mer- 
chants and others connected with exchange and usury. Consequently 
they remained connected with agrarian vested interests fora long time. 
The Indian bourgeoisie and the bourgeois intelligentsia had no urgent 
need to free the peasant from lapdlordism, in fact, they feared an agrarian 
revolution.- In their fight against imperialism, they relied on the support 
of the landlords, and the demand for abolition of landlordism, of distri- 
bution of land to the tiller gratis did not find place in the Congress agra- 
rian programme. 

This alliance with the forces of landlordism broke the link ofthe 
national struggle with the agrarian revolution, without which the poverty 
and economic ensalvement of the Indian masses could not be eliminated. 
The steps which the Congress Government did take after assuming 
pewer—the absorption of the princely states into the Indian Union and 
the abolition of statutory landlordism—did not lead to a general distri- 


' . bution of land to the tiller and so could notend the pre-capitalist mode 


of exploitation. These steps were no substitute for an agrarian revolu- 
tion, being a mere readjustment by the ruling alliance to adopt the old 
property relations to the modern requirements of capitalist development, 
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The effect of this is seen in India after three decades of indepen- 
dence. In the village it is not the agricultural worker or the small peasant 
who dominates and controls production but rich landlord interests along 
with a small section of capitalists. In ex-colonial countries where the 
nationalliberation str: ggle continued to be linked with the agrarian revo- 
lution the people could bypass the tortuous, capitalist path and rapidly 
move to a new egalitarian social order. 

Thisleads us to another aspect of nationalleadership. Hindu and 
Muslim alike, to a greater orlesser extent, made a revivalist appeal 
rouse the people and іп (һе bargain either kept silent or-only mildly 
attempted to reform the manifest injustices and tyranny imposed on cer- 
tain sections by caste and other considerations. Because of this orthodoxy 
they were unable to lessen the social barrier between the Hindus and 
Muslims which was exploited by the imperialists also. 

This revivalist appeal to arouse national pride has been criticised 
by many sometimes justly and sometimes unjustly. In its extreme form it 
demanded total rejection of western civilisation. To a certain extent however 
the appeal to the past was part of the process of national awakening. 
It served to rouse the self respect of a vanquished and enslaved people. A 
country which had no common tradition of political struggles except of 19th 
century which the new leaders disowned, had to turn to the common heritage | 
of mythology and an older civilisation to propound the unity of the people 
and refurbish its image. The recalling of the past to fight the present, to 
conceive the present in terms of the past, is a historical process seen in the 
history of many other peoples. Karl Marx noted this and said : 

. The traditions of all the dead generations, weighs like a nightmare on 
the brains of the living. And just when they seem to be revolutionising 
themselves and things ; in creating something that has never existed, 
precisely in such periods of revolutionary crisis they anxiously conjure 
up the spirits of the past to their service and borrow from them names, 
battle cries and costumes in order to present the new scene of world 

' history in the time-honoured disguise and its borrowed language. 
(Eighteenth Brumarire). 

However in India it was notť simply a question of using the past to 
seek inspiration for the present. The revivalist appeal represented а com- 
promise with the anti-democratic institution of caste, a compromise with 
religious orthodoxy. Because the rising intelligentsia and bourgeois interests 
were from the beginning interested in compromising with landlord interests 
they failed to confront their feudal privileges against the peasantry and the 
entire village set up which sustained blind religiosity and the caste system. 
The continuity of religiosity, communalism and casteism was embedded in 
the compromise that permitted the continuation of antiquated land 
relations. The reducing the distinctions to a question of social reform among 
the Hindus was the result of this outlook. The situation was aggravated by 
the fact that most of the earlier leaders, the educated intelligentsia, came 
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from the Hindu upper castes. Their direct followers were drawn from the 
urban middle classes who were perhaps more deeply embeded in these 
traditions. It was no accident that in theearly years, in the days of Tilak, 
moderate leaders who were advocates of social reform were opposed and 
discarded by the radical ranks who supported Tilak. 

Tilak’s orthodoxy and hostility to social reform are well known and 
earned him the justified criticism of social reformers and later on from the 
leaders of the non-Brahmin movement. 

That is why the earlier anti-caste movements, general protests of the 
oppressed castes, grew outside the Congress. However, these too did not 
connect the fight against caste oppression with the struggle to change 
agrarian relations and even divorced themselves from the anti-imperialist 
struggle. These movements limited to a perspective of caste oppressing 
caste, also reduced the problem to a question of social reform. 

It should be noted that the Communist Party was the only political 
-. party which linked the caste question with the agrarian revolution. The 

` Draft Platform of 1930 said : 

As a result of the rule of British imperialism in India there are still 

in existence millions of slaves and tens of millions of socially outcast, 

working pariahs who are deprived of all rights. British rule, the system 
of landlordism, the reactionary caste system, religious deception and 
all the slave and serf traditions of the past throttle Indian people and 
stand in the way of emancipation—only the agrarian revolution and 
violent overthrow of British rule, will lead to the social, economic, 
cultural and legal emancipation of the working pariahs and slaves. 

The CP of India calls upon alithe pariahs to join in the united 

revolutionary front with all the workers of the country against British 

rule and landlordism. 

Тһе C.P. of India calls upon all the pariahs not to give in to the tricks 

of British and гегсйопагу agents who try to split and set one against 

the other the toilers of the country. 

The ideology of compromise with the caste system, was represented 
by Gandhi also. This would appear strange because the Mahatama 
-campaigned like а crusader against untouchability in the non-cooperation 
movement of 1920. This wasa step for ahead of those taken in earlier 
years and put into the shade the work of earlier Congress social reformers. 
It was necessitated by the need of uniting a mass nationalist upsurge 
against the British. But his passionate protest was reduced to a call for 
social reform among Hindus and delinked from the struggle against 
agrarian relations. Besides it was accompanied by an open justification of 

the varnashram system. The following statement makes the Mahatma’s 
outlook on the question of varnashram abundantly clear: 

“If we do not efface un-touchability we shall be effaced from the 

earth ... The four varnas are fundamental, natural, essential. While 

the innumerable castes are excrescence. Varnas fulfil . nature's law of 
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conservation of energy and economics. It is the classification of 

different systems of self-culture. Itis the best possible adjustment 

of social stability and progress. It tries to include formation ofa 

particular way of life, only it does not leave the decision whether a 

particular family belongs to a particular type, to the idiosyncracy of 

new intellectuals. It trusts to the principle of heredity and being only 

a system of culture does not hold that an injustice is done if an 

individual or family has to remain in spite of their decision to change 

their mode of life for the better. It is difficult to imagine a more 
harmonious adjustment. Caste does not connote superiority or inferi- 
ority. It simply recognises different outlooks and corresponding mod- 
es of life. (Quoted by J. Ram in Caste Challenge in India). 

This was a blatant defence of caste obscurantism. But people saw no 
contradication between Gandhi’s appeal for national unity and this 
justification of the iniquitous caste system. What dominated their minds 
was his call for national unity and protest against untouchability. Not- 
withstanding the secular views of Jawaharlal Nehru the Gandhian outlook 
represented the outlook of a majority of top Congress leaders. : 

The second Congress held in Calcutta in 1886 explained the secular 
and political basis of the Congress and the. notion of Indian unity as 
conceived by it. Its report says : 

It is a community to temporal interests and not of spiritual connec- 

tions that qualify men to represent each other in the vast majority of 

political questions. We hold that their general interests in this 
country being identical, Hindus, Christians, Mohammedans and 

Parsis may be as fitly as members of their respective communities, 

represent each other in the discussion of public secular affairs. f 
: This reflected the outlook of national unity which despite its inherent 
' limitation was represented by the Congress and which it was to maintain 
and strengthen over the years. This consciousness of national unity and 
opposition to British rule was to demarcate it from all other organisations 
based on caste orreligion like the Muslim League, which were pitched 
against it by the British. 

The foundation of the National Congress was no doubt an out- 
standing event of the period. It was inevitable that the British rulers, 
disappointed that the organisation was not playing the game they intended 
it to play, chose to belittle it. They soon criticised it as an organisation 
ofatiny minority of educated people, having no connection with the 
millions. It was true that at that time the Congress was not in direct touch 
with India's millions. Nonetheless in fighting for more rights for the 
people against the rigours of foreign rule, it represented the interests of 
the people. 

The scribes of the foreign rulers began to describe the Congress as an 
organisation led by Brahmins and upper castes and to draw a distinction bet- 
ween it and the discriminated castes of Hindu society who were awakening 
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to their plight under Hindu caste domination. Attempts were made to put 
the non-Brabmin movement against the Congress and taking cue from 
Jinnah and others, the Congress was sought to be presented as a Hindu 
organisation. 

They forgot the class, the new progressive interests embodied in the 
Congress and fondly hoped that by such gimmicks the progress of national 
movement could be stemmed. They failed to reckon with the mass 
discontent against their rule, the ardent desire of people for freedom which 
overcame many obstacles created by the limitations of the Congress 
leadership. Their only and big success was with the Muslim mass and they 
succeeded in partitioning the country. . 

Viceroy Dufferin passed the following judgment on the Congress : 

The Congress represented the tiny minority of educated section 

influenced by European education. They neither represent India's 

landed interests nor are they in touch with the multimillion multitude . 

of India. Besides they are incapable of understanding the problem 

of the stability and security of the empire. 

Little did Dufferin realize that this tiny section, then advocating a 
Presidential connection between India and Britain, was to become the 
representative of a class with whom the British rule would have to reckon 
in future; that with every passing year the gap between this tiny section 
and the masses would be reduced. 

For the first twenty years after formation, the Congress was not the 
major vehicle for expressing the rising mass discontent. Events were taking 
place outside the Congress. Faced with this rising discontent the British 
Government became more and more hostile to the Congress and in 1900 
Curzon declared that his greatest desire was to preside over the peaceful 
death of the party. For justat that time radical leaders taking their cue 
from the mass discontent outside were attempting to direct the Congress 
towards a more radical programme. Bal Gangadhar Tilak, Bipin Pal and 
Lala Lajpatrai were about to make their radical mark on Congress politics. 


Role Of The Press 

Two imprortant forces working outside the Congress were the radical 
revolutionary youths coming from the middle class and the Indian press. 
Тһе role played by the press іп the freedom struggle was of inestimable 
value. In later years the nationalist press reflected Congress policies and 
went ав far ав the Congress wanted it to go. No doubt, its role was 
important but in the earlier period its significance was greater for, it played 
a great part in rousing the people and radicalising the Congress. Only a 
few passages will reveal the temper of the press and the character of their 
rebellious appeal. 

The following appeared in Kal (of Poona written by Shivram 


Mahadeo Pranjapi) : 
When the ancestors of those who boast of their enterprise and 
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civilisation were in a disgusting state of barbarism or rather continues 
before them. We were in full possession of all that ennobling qualities 
of head and heart. This holy and hoary land of ours will surely 
regain her position and be once more by her intrinstic lustre, the 
home, wealth of arts, and peace. A holy inspiration of spreading, that 
people must sacrifice theirlives in the cause of what has once been 
determined to be their duty. Heroes are springing up іп our midst 
though brutal imprisonment reduces them to skeletons. Let us devote 
ourselves to the service of the mother. А man maddened by devotion 
will do everything and anything to achieve his ideal. His strength will 
be adamentine. Just as widow immolates herself on the funeral pyer 
of husband, let us die for the mother. 

The Yugangtar (Bengal) left nothing to be inferred. 

If the whole nationis inspired to throw off the yoke and become 
independent, then in the eye of God and the eye of justice, whose 
claim is more reasonable, the Indian’s or the Englishman’s? The Indian 
has come to see that independence is the penacea for all the evils. He 
will therefore swim in a sea of blood to reach his goal. The British 
domination of India is a gross myth. It is because the Indian holds the 
myth in his bosom that his sufferings are so great today. Long ago 
the Indian Rishis preached the destruction of falsehood and the 
triumph of truth. And this foreign rule based on injustice is a gross 
falsehood. It must be subverted and true Swedeshi rule established. 


.. Such language and advocacy had no place inside the Congress. 


Or take the Dacca Gazette welcoming the festival of Durga. 

Indian brothers, there is no more time for lying asleep. Behold 
the mother is coming. The Mother, the giver of all goods. Turn your 
eyes upon your degraded children. Mother, they are now stricken 
with disease and sorrow. Oh Shyama, the reliever of three kinds of 
human afflictions, relieve our sorrows. Come Mother, the destroyer 
of the demons and appear at the gates of Bengal. 

Sir Herbert Risley, introducing the Press Bill in 1910 in the Imperial 


Council, expressed fear of the Indian press in the following words : 


We see the most influential and widely read section of the Indian 
press incessantly occupied in rendering the Government by law 


. established odious to the sight of the Indian people. Тһе Govern- 


ment is foreign, and therefore selfish and tyrannical. It drains the 
country of its wealth, it has impoverished the people and brought 
about famine on a scale and with a frequency unknown before; the 
public works, roads, railways and canals have generated malaria; it 
has introduced plague by poisoning wells, in order to reduce the 
population that has to be held in subjugation. It has deprived the 
Indian peasant of land, the Indian artisan of his industry and the 
Indian merchant of his trade; it has destroyed religion by its godless 
system of education, it has destroyed caste by polluting maliciously 
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and for no purpose, the salt and sugar that men eat and cloth that 

they wear, it allows Indians to be ill-treated in British colonies, it 

levies heavy taxes and spends on the army. It pays high salaries 
to Englishmen and employs Indians as inthe worst paid levels. 

Е short it has enslaved a whole people who are now struggling tO be 

ree. 

The Press was a great instrument of awakening the urban lower 
middle class and carrying the seeds of discontent to the rural areas. 

Radical Congress leaderslike Bipin Chandra Pal, Bal Gangadhara 
Tilak and others expressed this discontent inside and outside the Congress. 
Bipin Pal was perhaps the first leader to advocate passive resistance 
against British rule. He called for Swadeshi to encourage Indian indus- 
tries and boycott of British goods to kill British commerce. These were to 
be the economic weapons to fight British economic domination. To attain 
Swaraj, they were to be accompanied by the political weapon of passive 
resistance, “We can make the Government impossible by making it 
impossible for them to find people to serve them...... This does not put an 
end to the administration but it creates endless complication in the work 
of administration and if these complications are created in every part of 
the country, the administration will have been brought to a deadlock and 
made nonetheless impossible, for the primary thing is the prestige of 
the Government and the boycott strikes at the root of the prestige." 

The radical and the moderate wings clashed in the Congress Sessions 
at Banaras and Calcutta respectively in 1905 and 1906. This was the 
period of the anti-partition agitation in Bengal when anti-British discontent 
was reaching а new crescendo. Тһе radicals were more responsive to the 
mass mood and consequently in 1905 the Congress had to adopt a 
resolution supporting the boycott. In the 1906 Session, Bipin Chandra 
Pal proposed the name of Tilak for the post of president. In this period, 
Tilak was the influential national leader amongst the radicals. He had 
faced repeated prosecutions and in 1908 was sentenced to six years 
imprisonment by an Indian Judge of the Bombay High Court. The 
British Government and its spokesmen concentrated their attack on Tilak, 
holding him responsible for creating Indian unrest. The moderates 
prevented his election only by pressing the name of Dadabhai Naoroji, the 
grand old man who first uttered the word Swaraj from the Congress 


platform and was revered by all. 


Partition of Bengal 

The British imperialists‘ had their first skirmish with the national 
movement on the question of partition of Bengal. 

Already the country had heard from the Congress platform the 
demand for Swadeshi, boycott of British goods, especially British clothes. 
It was a protest against colonial exploitation through dumping of British 
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goods; the main victims of this policy were the local mills. In Congress 
Sessions the unfair and discriminatory treatment meted out to modern 
Indian industry was voiced. In 1906, Pt. Madan Mohan Malavya demanded 
protection for Indian industries at the Calcutta session of the Indian 
National Congress. Swadeshi and boycott, offered protection to new Indian 
industries. The anti-partition agitation included these weapons to organise 
miass protests against imperialism. 

Secret police reports stated that landlords and lawyers, students, 
youths, doctors, Indian armymen, Brahmins, barbers and washermen all 
played an important role in spreading the Swadeshi movement in Bengal. 
Threé regiments stationed in Barackpore and Fort Williams refused to 
accept uniforms made with foreign cloth and had to be.disarmed. The 
tiny educated section mentioned by Duffrein was now able to draw the 
barber and washermen—the representatives of the common people and also 
affect the prop of the British rule, the Indian army. 

The first great movement of the Indian people showed the insuffi- 
ciency of earlier policies and demanded a more radical leadership. Tilak’s 
unéómpromising attitude brought him to the forefront. The barbarious 
sentence of six years passed оп him іп 1908 led to mighty protests by the 
Bombay workers, which resulted in confrontation between the people and 
the army and the police. Several workers were shot down. Commenting 
on this great protest Lenin observed that the days of British imperialism . 
in India were numbered. Repression was let loose on the people and а 
reign of térror established in Bengal. Leaders were beaten and humiliated ; 
school children were flogged for singing Vande Mataram ; armymen raided 
homes and looted them. Shopkeepers who supported the boycott were 
attacked and their shops looted by soldiers. 

It was not accidental that in this very period the Muslim League was 
created raising separate claims for the Muslim community and propagating 
the idea of maintaining the separate identity of the Muslims to prevent 
their merger with the common anti-British struggles. The British required 
such a countervailing force and they tried to get it under the leadership 
of the Aga Khan. While the British were nurturing this counter to the 
Goiigress anófher force was growing which was to challenge the British 
for several years. It was а force beyond the control of the Congress 
leadership, à force of lower middle class youths determined to avenge the 
humiliation of their country and prepared to sacrifice all for freedom. 
They took to arms and directed their attacks against British officials with 
a view to organising armed rebellion to free the country. Inspired by 
similar groups in Ireland and Russia, these groups though bereft of 
taodérh ideology and still clutehing to past sentiments were powerfully 
moved by the sense of modern nationalism and displayed amazing reso- 
lütehess and capacity for organisation. Maharashtra, Bengal, Punjab 
were their riiàin fields of operations. 

These young men frightened not only the British, but even more so 
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the leaders of the Congress lost no opportunity to condemn the violence 
of these groups against British officials. They were afraid tbat the masses 
might adopt the same methods. 

The sharp differences belween the Congress led by the bourgeoisie 
and the lower middle class revolutionaries were evident during the first 
imperialistic world war. Тһе former cooperated with the British, their 
representatives in the imperial council voting for contribution to the war 
effort ; the latter tried to organise an armed rebellion with the help from 
abroad. Plans to receive and distribute a ship load of arms fell through 
when the British came to know about them. In Punjab, the Ghadar Party 
members tried to organise a rebellion of armymen. Several of them were 
hanged and executed. 

One of the outstanding leaders thrown up by these groups was 
Narendra Bhattacharya who as M.N. Roy wasto becomea prominent 
leader of the Communist International. His subsequent evolution into a 
radical humanist notwithstanding he played an important role in the ear- 
lier years. 

Nothing could throw more light on the character of the Congress 
leadership, its constitutional inhibitions and illusions than the collapse of 
its resistance during the period of the first World War. Moderates and 
extremists joined hands to express their loyality to the king and make 
common cause with the imperialists іп their war for redivision of the 
world. 

Tilak was soon to overcome this fit of loyalism and returned to a 
position of opposition. He staged a walk out from the War Council 
meeting when the Bombay Governor who was presiding prevented him 
from talking about the demand for Indian self-government. 

But Sir Satyendra Sinha presiding over the 1915 session of the Indian 
National Congress expressed this sense of loyalty when he said that "at 
this critical hour in world history it was for India to prove to the great 
British nation her gratitude for peace and the blessings of civilisation 
secured for her under its aegies for the last 150 years and more". 

The Delhi Session of the Congress іп 1918 at the close of war passed 
a resolution expressing loyalty to the king. The 1914 Congress Session 
was attended by Lord Pentland, Governor of Madras. The 1915 Congress 
Session by Lord Willingdon, Governor of Bombay and 1916 Session by Sir 
James Meston, Governor of the United Provinces. The Government represen- 
tatives were received with ovation. The Congress deputation in London 
including Lajapat Rai, Jinnah and Sinha sent a letter to the Secretary of State 
preclaiming their conviction that “the princes and people of India will 
readily and willingly cooperate to the best of their ability and afford oppor- 

. tunities of securing their end by placing the resources of their country at 
his Majesty's disposal, for a speedy victory of the empire". Gandhi newly 
arrived in London from South Africa urged his young Indian friends to 
think impartially and do.their duty. He wrote a letter from himself and 
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other signatories saying "it was thought desirable by many of us that 
during the crisis that has overtaken the empire those Indians who are resi- 
ding in the United Kingdom and who can at all do so should place them- 
selves unconditionally at the services of the authorities. On behalf of our- 
selves and those whose names appear on the list appended hereto we 
beg to offer our services to the authorities." Subsequently, Gandhi raised a 
voluntary Ambulance Corps of Indians in London and returning to India 
he repeated his offer of service to the Viceroy proposing to raise a corps 
of stretcher-bearers for service in the Mesopotemian campaign. 

The Congress was already split in Surat between the moderates and 
extremists. The two sections temporarily united in 1916 but finally the 
moderates broke away in 1918. There was thus a temporary unification of 
the two wings on the question of war. Both sections suffered from illusions 
about constitutional progress and appeal to the British sense of justice. 

There was of course no reason for these illusions. Imprisonment and 
deportation of the extremist leaders continued. 1907 saw the infamous 
Seditious Meetings Act followed by a drastic Press Act in 1910. The 1918 
Regulation III was revived premitting detention and deportation without trial. 

The popular discontent generated by war conditions continued to 
rise. Scarcities, high prices, epidemics all increased the miseries and indig- 
nation of the people. The Ghadar movement in Punjab intensified. There 
were mutinies in the Indian army. Tilak who was recently released from 
jail responded to the mood and .formed the Home Rule for India 
League. He gave a new watchword, a new slogan to the people, “Swaraj 
is my birthright and I will have it". His campaign was joined by Mrs. 
Annie Besant. 

The Congress reunited in 1916 in Lucknow and plans for cooperation 
between the Congress and League reached fruition. There was now an agree- 
ment to prepare a common scheme for reforms in the direction of self- 
Government. Тһе reforms proposed by thé British Government shattered 
the illusions of the Congress leadership. А special session of the Congress 
in 1918 in Bombay condemned the ровон as disappointing and unsatis- 
factory. 

But Gandhi continued to retain his faith in British justice. In Young 
India December 31, 1919, he wrote that the “Reforms Act with the 
Proclamation is earnest of the intention of the British people to do 

_ justice to India and ought to remove suspicion on that score...Our 
duty is not therefore to subject the Reforms to curbing criticism but to work 
so as to make them а success." These declarations were made after the 
enactment of the Rowlatt Act, after the Amritsar massacre and imposing of 
Martial Law in Punjab. But inexorable forces were working to break these 

fillusions. For with the great wave of discontent and anger the people were 
rapidly changing and the basis for Congress cooperation with the British 
rulers was getting undermined. The people were not concerned with the 
niceties of the Mont-Ford Reforms schemes nor with the meaning of Royal 
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. proclamations about progressive realisation of self-Government. They 
wanted to end their miseries and were іп а mood to demand Swaraj here 
and now. ў 

The year 1919 witnessed a gigantic wave of working class strikes on 
a scale never seen before. In Bombay the strike of textile workers invo[ved 
125,000 workers. The Rowlatt Act which sought to perpetuate the restrictive 
and repressive legislation of the war period and which armed the Govern- 
ment with power to dispense with ordinary court procedures allowing impri- 
sonment without trial made people angry. They could not see that the new 
reforms provided a facade for the old repressive policy. Gandbi accepted 
the challenge of the Rowlatt Act, its attack on the national ist press and 
organised a passive resistance movement against it. A satyagrah league was 
formed for the purpose, and a Hartal called on April 6. Never before was 
there such a big response to the call from all over the country. A mighty 
wave of demonstration, strikes, people's clashes with the police involving 
killings by the políce and retaliatory actions by the people shook the country. 
The initíators of the struggles whose politics had not yet cast aside their 
tepid character were overwhelmed. The wide fraternisation between Hindu 
and Muslim masses sent a wave of panic in the ruling circles. The memories 
of 1857 began to haunt British officialdom-business interests. 

The panicky government sensing the mood ofthe Indian people, 
launched brutalities. British justice exhibited itself in the crawling order 
for Indians. Even women were subjected to the most brutal atrocities by 
the army. The butcher General Dyer fired 1,600 rovnds of ammunition on 
an unarmed crowd assembled at Jalianwala Bagh killing 379 according to 
official figures leaving 1,200 wounded. “Martial law was proclaimed in 
Punjab and the record of wholesale shootings, hangings, bombings from 
the air and extraordinary sentences perpetrated by the tribunals during the. 
reign of terror 18 still available in a fragmentary form for the subsequent 
inquiries”. (RPD, India Today) 

Almost the whole of Punjab was in revolt. The story of atrocities in 
Punjab rapidly spread all over the country and mass upsurge began to 
develop. In Ahmedabad, the Government had to declare Martial Law; 
people repeatedly clashed with the police and the military. In Bombay and 
Calcutta the workers were in the field clashing with the police. The move- 
ment according to Sir Chirol “assumed an undesirable character of an 
organised revolt against the British raj". 

Congress leadership witnessing the people's anger for the first time, 
was alarmed at the situation. Gandhi disapproving the sporadic cases of 
violence against the rulers in Bombay, Calcutta and elsewhere suspended 
passive resistance in the middle of April. In a letter to the press July 21 he 
stated that a civil resister seeks to embarrass th» Government. 

The national leaders were for the first time experiencing the people's 
revolt. Yet in December 1919 the Congress decided, at Gandhi and Annie 
Besant’s urging, that the task of national movement was to "settle down 
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quietly to work" to make the reforms a success. C.R. Das led the opposi- 
tion to this resolution. It was amazing that barely 8 months after 
Jalianwala Bagh the resolution was passed. But the revolutionary tide . 
continued to rise. The first six months of 1920 saw no less than 200 strikes 
involving one and a half million workers. 

Lala Lajpat Rai, presiding over the special session of the Congress in 
September, 1920 took note of the situation when he said in his presidential 
address : 

“it is no use blinking the fact that we are passing through a revolu- 

tionary period. We are by instinct and tradition averse to revolutions. 

Traditionally we are slow going people; but when we decide to move, 
; we do move quickly and by rapid strides. No living organism сап 

altogether escape revolutions in the course of its existence". 

R.P. Dutt correctly comments on this : 

“Тһе declaration of spokesman of the Congress was in fact а 

declaration that in the midst of a revolutionary period, the leadership 

by instinct and traditions averse to revolution was faced with the. ` 
problems of leading the movement. Herein lay the contradiction of 
the post-war situation in India as indeed in many countries wherein 
the political movement had not yet reached a maturity corresponding 
to the opportunities unloosed by the war. 

In 1920 the people had marched forward and there was no question 
of withdrawal from the struggle. Gandhi and other leaders prepared 
-to face the situation as perceived in Lala Lajpat Rai’s presidential address. 

The Calcutta Congress Session іп 1920 voted for a programme of 
non-violent non-cooperation and the Congress decided to tbrow in its lot 
with the fighting people. The resolution could be adopted because of 
Gandhi's alliance with Pandit Motilal Nehru and others and the powerful 
support the resolution got from the Ali Brothers, heading the Khilafat 
movement . 

The programme included a triple boycott of the legislatures, law courts 
and educational institutions that was to culminate, at some unspecified 
future date, in the final stage of non-payment of taxes. It will be seen that 
the immediate measures of the boycott were addressed to the middle class 
elements. The active call wasto defy the Government and refuse tax 
payment or to defer it for the future. This was reflective of that fatal curse 
which hampered the growth of the national movement—the bourgeois fear 
of the agrarian masses. Of course, no note was taken of the ongoing 
struggle of the working class, no call was given to the railway workers to 
paralyse the Government. 

Whatever the defects of the programme the entire Indian people 
responded to tbe call of the Mahatma. The British faced the total and” ^ 
uncompromising opposition of the people. Thousands of students left , 
colleges, thousands went to jails. Gandhi broke the fear of jail. He broke 
the fear of the sedition act and by his forthright speeches brought such 
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freedom of speech for the people as could not have been imagined under 
the British rule. The uncompromising stand was put forward in one 
sentence—the satanic Government cannot be mended, it must be ended. This 
was repeated in tens of thousands of meetings. Preaching dissatisfaction 
against the Government became a duty of the people. 

One cannot imagine the transformation brought about in this country 
by the non-cooperation movement. The mighty struggle led by the new 
class leadership made Gandhi a symbol of the people’s fight, the leader, the 
inspirer. The Mahatma now commanded unbounded love and admiration 
from the common man. He rose head and shoulders above all his collegues 
because of his boldness in advocating non-violent non-cooperation. He did 
not flinch from offending the extreme Hindu orthodoxy by demanding remo- 
val of untouchability. By supporting the Khilafat movement espousing the 
protest against the treatment meted out to Turkey, Gandhi tried to mobilise 
the full power of national unrest and anger. The support to the Khilafat 
was of far greater importance than the Congress-League pact in 1916, 
The latter was a pact between the leaders; the former brought the Muslim 
mass into action. Never was Hindu-Muslim unity closer, never did it inspire 
greater confidence about the future than at this time. Hindu-Muslim unity 
was a fact seen in the streets, in demonstrations, in hartals and in struggles 
against the British police. The Muslim masses played a militant role in 
anti-police struggles sealing the unity with their blood. 

However as is clear now it was a fragile pass for the revolutionary 
unity of the people separated by religion. Gandlii combined the appeal 
for Swaraj with all kinds of revivalist conceptions. The support to the 
Khilafat was based on an appeal to religion and support for the religious 
grievances of the community. It held out the prospect of permanent unity 
of the masses, but was lost because of class vacillations of the leadership. 

The national unity propagated and achieved by the Congress leaders 
reflected on the one hand, the necessity of uniting all sections, irrespective 
of caste and creed, against the British and on the other hand the necessity 
of a compromise with feudalism, that is, a compromise with tendencies and 
ideologies which went contrary to the concept of national unity. It 
therefore, adopted an attitude of social reform—pleading against untoucha- 
bility without going to the root of the problem. It advocated temple entry 
as it now advocates reservation, but dared not, at one stroke, abolish the 
feudal and semifeudal land relations which were the source of the slavery 
of the untouchables. 

With regard to Hindu-Muslim unity, it adopted the same attitude. It 
preached unity on the basis of religious separation, it dared not challenge 
the source of division, thus failing to create a new basis for Indian unity. 
This outlook of compromise with the institution of religion found its 


expression in the Indian Constitution framed by the Congress leaders. 


The British no doubt used the separatism created by religion to full 
advantage. They were aided by the conflict of certain class interests which 
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masqueraded as communal differences. 

The Indian bourgeoisie arose mostly out of the Hindu trading and 
other sections, In the earlier years, in Bombay, certain big bourgeois 
groups arose out of the Muslim merchant class; but by 1930, the year of the 
international crisis of capitalism, they disappeared. Jinnah’s earlier years 
perhaps represented this advance of the Muslim bourgeoisie. 

While the Hindu landlords themselves were opposed to the Congress 
struggle, they soon felt reassured, though a strong section of conservative 
loyalists, ‘Rajas and others’ , continued to oppose it. But for the Muslim 
landlords, the advance of the bourgeois Congress was in the first place the 
advance of a rival community and above all the advance of the popular 
mass, the common man whom they feard most. 

The growth of a thin strata of Muslim intelligentia could not alter 
this state of affairs. This intelligentsia contributed some outstanding leaders 
to the national movement who despite the maligning and virtual boycott 
by Muslims at one stage, remained in the Congress and continued to 
oppose imperialism. But majority of the Muslim intelligentsia entertained 
the same fears about the Congress and bourgeois advance as the landlords 
did. More and more they came to represent the fears of the landlords in 
the name of defending minority interests. The Muslim League was driven to 
take a position of hostility to the anti-imperialist struggle and played a 
key role in keeping the Muslim masses away from the common struggle. 
This was the biggest service rendered to imperialism. It ended in the 
slogan of the partition of India to create Pakistan, thus constituting of 
the Muslims a separate nation. 

The Congress, as the leading organisation of the anti-imperialist 
struggle, could have given a death-blow to the communal outlook, had it 
championed the cause of agrarian revolution. Abdition of landlordism and 
the distribution of land to the: tiller would have drawn into the common 
struggle millions of Hindus and Muslims. The Muslim mass would have 
been rescued from the pernicious influence of orthodoxy and the landlords. 
But the bourgeois leaders of the Congress, historically incapable of liquida- 
ting feudal relations in their struggle for power, compromised with 
landlordism, the caste system and religious separatism. Consequently they 
were unable to prevent the exploitation of religious separatism for purposes 
of conservative class interests. 

The preceding discussion should show that the minority communalism 
of the pre-independence national liberation period was not the product of 
a religious conflict but the result of an exploitation of existing separatist 
feelings for the purpose of modern class interests. It is an irony of fate 
that the Muslim orthodoxy and the Muslim mass, who had been more 
anti-British than the Congress leaders and the Hindu masses in the early 
years of struggle should find themselves on the wrong side in the sub- 
sequent years. d 

The orthodox Muslims regarded the British as usurpers depriving 
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them of their right to rule. They also shared the Islamic tradition of 
fighting Christendom and earlier than Gandhi had denounced western 
civilisation, including its education, to be sinful and anti-Islamic. However, 
the progress of the community in modernisation, of opening itself to 
democratic ideals and thought was extremely slow. 

Syed Ahmed Khan, despite opposition from a fanatical Islamic 
orthodoxy, succeeded in founding a Mohammedan College at Aligarh, 
which was to expose Muslim students to modern and western thought. 
But, asin most Indian colleges, education was not to be divorced from 
religion. Orthodoxy did extract its price. But Dr. Syed obviously 
thought that opposition to western modern thought could be cured by a 
liberal interpretation of the Koran. 

The British were no doubt interested at this stage in the penetration 
of modern western concepts among the leaders of the Muslim community. 
They thought it would be a counter-weight to orthodox opposition to their 
rule and would enable them to influence the Muslim masses. 

But developments took place in a contrary direction. Ву the end 
of the first decade of the century, the newly educated section imbibed the 
spirit of opposition to the British rulers and came nearer the National 
Congress. It was awakened by the first stirrings of national feeling against 
foreign rule. It was also influenced by the policies pursued by British 
imperialism and European nations towards Islamic countries. There was 
a revolutionary upheaval in Constantinople led by the young Turkish 
party. А section of the Indian Muslim educated intelligentia established 
contact with them. There they learnt about the perfidious British policy 
towards Muslim nations seeking independence. The British occupation of 
Egypt, the Anglo-French Agreement with regard to Morocco, the Anglo- 
American Agreement with regard to Persia, and the Italian invasion of 
Tripoli, were seen as a-conspiracy of the powers of Christendom against the 
power of Islam. The Balkan Wars of 1912-13 were seen as further con- 
firmation of the conspiracy of Christian powers against Turkey, “the sword 
of Islam”. Muslim leaders collected Red Crescent” funds to help their co- 
religionists in struggle and a delegation went to Turkey and established 
close contact with the Turkish nationalists. These same people were now 
on the way to securing a majority in the Muslim League and bringing it 
into with the advanced wing of the Congress. Within a decade of the 
formation of the Muslim League, the process of coming nearer the national 
movement had started. By 1913, the Muslim League had adopted the 
slogan of “self government within the Empire for India” and co-operation 
with other communities for achieving this objective. 

The 1916 Lucknow Pact of Congress-League unity accepted the system 
of separate electorates, but proclaimed the common aim of Dominion 
Status to be striven for by both the organisations. A joint session of the 
Congress and the League was held at Lucknow. Tilak declared at the 
Congress Session ; “It has been said, gentlemen, by some that we Hindus 
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have yielded too much to our Mohammedan brethren. I am sure. I 
represent the sense of Hindu community all over India, when I say that 
we would not have yielded too much when we have to fight against a third 
party; itis avery great thing, a very important event that we stand on 
this platform united, united in race, united in religion, united as regards 
all different shades of political creed". It is to be noted that Tilak speaks 
on behalf of “we Hindus”. í 

Presiding over the League Session, Jinnah declared “I have been a 
staunch Congressman throughout my life and have been no lover of 
sectarian cries. But it appears to me that the approach of separatism 
sometimes levelled at the Musalmans is singularly inept and wide of the 
mark when I see this great communal organisation growing into a power- 

` ful factor for the birth of United India.” 

This was the background of the first non-cooperation movement 
which combined the Swaraj movement with the Khilafat movement, The 
Khilafat movement served to channelise the post-war discontent among 
the Muslim masses. It was not simply a protest against the violation of 
the rights of the people of Turkey. It demanded the restoration of the 
imperial power of the Khalif, to enable him to discharge his office as the. 
spiritual head of Islam. Тһе religious appeal was dominant. m 

By lending support to this demand, Gandhi and the National Con- 
gress brought about unprecedented unity among the masses of India, 
throwing the British into panic. The Khilafat leaders were the first to 
demand that Swaraj be defined as complete independence. It was at the 
Ahmedabad Session of the National Congress in 1921 that Hasrat Mohani 
made this demand. It was Gandhi who led the opposition to it. Similarly, 
as early as 1919, the Muslim League, atits Amritsar Session passed a 
resolution calling upon the Muslims in India not to join the Indian Army. 
In June 1922 a joint session of the Khilafat and Jamait-Ul-Ulema at 
Lucknow passed a resolution that “the best interests of India and the 
Muslims demand that in the Congress creed the term ‘Swaraj’ be sub- 
stituted by the term ‘Complete Independence’. 

This was a period when traditions and barriers were being broken 
down. The Government of India’s publication (India ‘in 1919-1920) 
noted : “One noticeable feature of the general excitement was the unprece- 
dented fraternisation between the Hindus and Muslims. Тһе union bet- 
ween -the leaders, had now for long been a fixed plank of the national 
platform. In this time of public excitement, even the lower classes 
agreed for once to forget the differences. Extraordinary scenes of | 
fraternisation occurred. Hindus publicly accepted water from the hands of 
Muslims and vice-versa. Hindu-Muslim unity was the watchword of 
processions indicated both by the cries and banners. Hindu leaders had 
actually been allowed to preach from the pulpit of a mosque.” 

The first sweep of the anti-imperialist struggle was on the point of 
removing the age-old barriers and they would have been definitely 
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wiped out, had the struggle been allowed to reach revolutionary heights 
and develop into an agrarian revolution. This was the point at which 
the national bourgeois leadership led by Gandhi failed. It retreated when 
the basic force ofthe anti-imperialist movement—the peasantry—was 
coming to violent conflict with the forces of imperialist repression and 
showing signs of entering upon an anti-landlord struggle. Chawri Chaura 
in Uttar Pradesh in which several policemen were killed, was enough to 
induce Gandhi to withdraw the struggle. The intention of preventing the 
peasants’ fight against the landlords is seen in the fact that the Congress 
resolution admonishes the peasantry for refusing to pay rent to the landlords. 

Clause 6 of the Working Committee resolution which withdrew the 
struggle said: "The Working Committee advises Congress workers and 
organisations to influence the ryots that the withdrawing of rent payments 
to the zamindars is contrary to the Congress resolutions and injurious 
to the best interest of the country.” Clause 7 said: “The Working 
Committee assures the zamindars that the Congress movement is in no 
way intended to attack their legal rights, and that even where the ryots 
have grievances, the Committee desires that redress be sought by mutual 
consultation and arbitration." Thus the national bourgeois leadership 
laid low the spectre of agrarian revolution, to secure their alliance with 
the landlords. 

The first note of warning was heard atthe Ahmedabad National 
Congress Session іп 1921. The Communist Party of India in its шап- 
ifesto to the Congress significantly declared : 

If the Congress would lead the revolution, which is shaking India 
to the very foundation, let it not put faith in mere demonstrations 
and temporary wild enthusiasm. Let it make the immediate demands 
of the trade unions its own demands ; let it make the programme of 
the Kisan Sabha its own programme ; and the time will soon come 
when the Congress willnot stop before any obstacle; it will be 
backed by the irresistible strength of the entire population, cons- 
ciously fighting for their material interests. 

The disorganisation ofthe struggle, its betrayal, led not only to 
dependency among (һе masses but quickly led to а reassertion of the old 
separatism and animosity. Henceforth the Muslim mass was never to come 
under the Congress banner in large numbers and within a decade and a 
half it was to be completely alienated from the national struggle and had 
turned hostile toit. The British and the fanatical reactionary Muslim 
leaders completed the process of disruption by encouraging riots and sup- 
porting every kind of separatist claim and interest. 

ТШ 1930, the Congress could still claim some following among 
Muslims but over the next decade it lost influence, despite the resolute 


` ness of a heroic band of nationalist Muslim leaders who remained 


with tbe Congress and the support of the anti-imperialist Deoband 
Ulemas. 
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By 1930 the strength of the Indian bourgeoisie had increased. The 
weight of the intelligentsia, coming mostly from amongst the Hindus 
increased in administration, and іп other professions. Тһе majority com- 
munity registered allround advance, while the minority was left far behind. 
The absurd and obscurantist ideas of the minority regarding women pre- 
vented spread of education among them and hampered the progress of the 
community. Besides, in the 1930s, the biggest Muslim industrial groups— 
the Currimbhoy Ibrahim group—went bankrupt. Muslim capital now 
remained mainly in trade and commerce. 

The 1930 movement led by the Congress, was received by attacks 
and hostility from a large section of Muslim leaders. There was now no 
anti-British appeal based on Islamic consideration. The communal leader- 
ship took full advantage of this and the separatism generated after the 
withdrawal of the 1920 struggle. The enthusiastic participation of Muslims 
of the North-Western Frontier Province, under the leadership of Khan 
Abdul Gaffar Khan, created panic in reactionary Muslim circles who con- 
sidered it as a movement for Hindu dominion, The Muslim mass was now 
taught to disassociate itself from this ‘Hindu’ movement. The leaders 
were panicky for two reasons—the awakening among the peasants and the 
fear of rising bourgeois influence which they identified as Hindu influence. 
Henceforth the dominant role of the Muslim League leadership and other 
communal organisations was to keep the militant Muslim mass away from 
the common anti-imperialist struggle. The appeal to Islam, which at one 
time had been a rallying point to fight the British, now became an appeal 
to fight the National movement and collaborate with the British. Behind 
this were the vested interests of the landlords of a religious community 
which had failed to develop a sizeable bourgeoisie representing the modern 
interests of the community. 

The complete isolation of the Congress from the Muslim mass was 
seen in the 1937 elections. The Congress won an overwhelming majority 
of the general seats, but contested only 58 of the 482 Muslim seats, win- 
ning only 26 (15 in the North-West Frontier Province and only 11 in the 
rest of India). The Congress was routed though the Muslim League got 
only 4.6 per cent of the vote. This finally led to the demand for separate 
nationhood for Muslims and dismemberment of the country, at the cost of 
thousands of innocent Hindu-and Muslim lives. 

The bankruptcy of the national bourgeois leadership was as exposed 
as was the disruption organised by the minority leaders to beat down the 
anti-imperialist struggle. 

The Congress leadership with all its weaknesses, continued to oppose 
the British till a compromise was hammered out. The minority leadership 
on the other hand, acted asa counter-weight against the national move- 
ment and was used by the British. This constitutes a qualitative difference ` 
between the two leaderships and organisations. 

“The growth of trade, commerce, and education had begun much 
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earlier in Bombay, Calcutta and Madras that is, in the Hindu majority 
areas, than in the Muslim areas of the North. Hence, with the rise of the 
Indian bourgeoisie, conditions of sectional rivalry existed which could 
easily assume a communal guise. The great landlords who formed the main 
basis of the Muslim upper class, viewing with displeasure the advance as 
“Hindu”. (R.P. Dutt, India Today, p. 458). Тһе minority separatism of 
later years was a direct product of clash of class interests—the landlords 
(Muslim) pulling the Muslim masses against the advance of the bourgeoisie. 
This class fear was given the garb of a communal fight arising out of reli- 
gious differences. 

The nationalstruggle at this stage faced the problem of uniting a 
.people overcoming caste distinctions and caste separatism. А minimum 
sense of equality overcoming caste distinctions had to be achieved. Gandhi 
took on the crusade against untouchability, though he still believed in the 
varnaashram system. Ав an expression of Indian one-ness Gandhi preached 
acceptance of Hindi as the national language of the people. 

“Не will tell the most orthodox audience at Poona that if they want 
to be the leaders of the nation they must give up their wordly notions of 
caste ascendancy and their harsh enforcement of ‘untouchability’ or he 
will lecture a youthful Bengali audience, immensely jealous of their own 
language, on their shameful ignorance of Hindi, which he believes to be 
the future language of India and of Swaraj . . . His influence over Indian 
Mohammedans cannot beso deep-rooted—but it is of some significance 
that his warm espousal of their grievances had led some of his most enthu- 
siastic Mohammedan supporters to bestow upon him the designation of 
Walior viceregent which is sometimes used to connote religious leader- 
ship". 

Ind.ed Gandhi's appeal for national unity to achieve Swaraj was over- 
laid with God and religion. In Young India he advocated non-cooperation 
stating that the movement is essentially religious : 

“The business of every God-fearing man is to dissociate himself from 
evil in total disregard of consequences. He must have faith in a good 
deed producing а good result, that, in my opinion, is the Gita 
doctrine of work without attachment. God does not permit man 
to peep into the future. He follows truth, although the following 
of it may endanger his life. He believes that it is better to die in the 
way of God than to live in the way of satan. "Therefore whoever is 
satisfied that this Government represents the activity of the Satan has 
no choice left to him but to dissociate himself from it.” 

At the annual session of the Congress at Nagpur in December 1920, 
the creed of the Congress was changed from the aim of colonial self- 
government within the Empire, to be attained by Constitutional means, 
tothe new aim of "the attainment of Swaraj by peaceful and legitimate 


means". 
The Congress ceased to be a loose organisation—units were extended 
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to villages and committees were formed at all levels. 

The new programme meant a break with the old tradition and was a 
bid to acquire leadership of the struggle developing under the stress of 
postwar misery. 

But the leadership saddled the mass struggle with the condition of 
absolute non-violence which, when strictly observed, reduced all mass 
actions to symbolic protests unable to change the basic reality of foreign 
domination, while at Nagpur Congress Gandhi declared that India did not 
"want to end the British colonialism at all costs unconditionally”. He | 
explained that the resolution of which he was the mover could be accepted ~ 
equally by these “who believe that by retaining the British connection we 
сап purify overselves and purify the British people, and those who have no 
Such belief". Presiding over the Belgaum Session in 1924 Gandhi gave 

Ethe formula **within the empire if possible, without if necessary". Іп 1928: 
he asked for Dominion Status and after the 1930 movement he continued 
to plead for Dominion Status at the Round Table Conference. The masses 
responded in their own way to the call for non-cooperation with the 
British. The peasants in particular, took this as a sign that the days of 
the Raj were numbered. They made their own contribution to non-coope- 
ration, The Midnapore No Tax Campaign, the Moplah rebellion in the 
South, the peasant movement in Oudh and the Akali movement in Punjab 
against Government supported Mahants were expressions of this. Along 
with the official non-cooperation, the triple boycott addressed to the 
educated classes led to the rise of new forms of mass struggle in the 
country. И 


Meeting in the background of these developments the Ahmedabad 
Session of the Congress proclaimed “the firm determination of the Con- 
gress to continue the campaign of non-violent non-cooperation with greater 
vigour-till Swaraj is established and the centre of the Government of India 
passes into the hands of the people." Тһе ‘session placed full power 
in the hands of Mahatma Gandhi as the sole executive authority of the 
Congress. 

Mahatma Gandhi was unhappy with the mass struggle. Не saw іп 
it only increased violence and a straying away from the path of true 
satyagraha. Не gave expression to his disappointment when he said that 
Swaraj stank in his nostrils. Restoring order meant checking the initiative 
of the masses and the local leadership. Several districts approached him 
for sanctioning a no-tax campaign. The Guntur District of Andhra 
Pradesh began the campaign without his permission but Gandhi called for 
its withdrawal and asked that all Government dues should be paid. 

He now wanted to starta campaign with chosen people and on a 
miniature scale to avoid irresponsible violence. Bardoli Taluk in Gujarat 
was chosen for the purpose and the Viceroy was warned that, unless the. 
political prisoners were released and repressive measures abandoned, mass ' 
civil disobedience would begin in Bardoli. 
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But as fate would have it, news arrived that in the Chauri Сһаша 
village of United Provinces the angry peasants had clashed with the police, 
stormed and burned the village police station and the police constabulary. 
This was too much for the worried Mahatma who used his sole authority 
to liquidate the movement in order to remain faithful to the principle of 
non-violence. А meeting of the Congress Working Committee. held at 
Bardoli on 12th February 1922, took the decision that in view of the in- 
human conduct of the mob at Chauri Chaura not only mass civil dis- 
obedience but the whole campaign of civil disobedience through volunteer 
processions, the holding of public meetings under ban and the like must 
end to be substituted by a "constructive programme of spinning, tempe- 
rance, reform and educational activities.” 


This unexpected and disastrous withdrawal angered the people and 
dismayed even the Congress leaders loyal to Gandhi. “Тһе principle 
lieutenants of the Mahatma, Deshbandhu Das, Pandit Motilal Nehru and 
Lala Lajpatrai who were all in prison shared the popular sentiment. I was 
with the Deshabandhu at the time and could see that he was beside him- 

‘self with rage and sorrow” (Subhash Bose, The Indian Struggle). Nehru 
had to admit that it led to demoralisation and aggravated the communal 
situation. The decision he says in his autobiography “brought about a 
certain demoralisation. It is possible that the sudden bottling up of a great 
movement contributed to a tragic development in the country. The drift 
to sporadic futile violence in the political struggle was stopped, but the 
suppressed violence had to find a way out, and in the following years this 
perhaps aggravated the communal trouble”. In short people’s violence 
against the foreign rulers was now diverted to violence towards each other. 
This as we shall see is entirely correct and gave a shattering blow 
to Hindu-Muslim unity and to Indian unity from which it could never 
recover. 


A few days before the withdrawal—on 9th February—the Viceroy 
communicated with London stating : 


The lower classes in the towns have been seriously affected by the 

. non-cooperation movement... In certain areas the peasantry have 
been affected, particularly in parts of Assam Valley, United Pro- 
vinces, Bihar, Orissa and Bengal. As regards the Punjab the Akali 
agitation has penetrated to the rural sikhs. A large portion of 
the Mobommadan population though out the country are embittered 
and sullen." 


r 


The fear of agrarian revolution was in operation. The withdrawal 
resolution condemned mass violence, suspended civil disobedience, and 
- asked the cultivators to pay all government dues and not to undertake any 
offensive activities. Тһе Working Committee further informed the ryots 
that withholding of rent payable to the zamindars (landlords) is contrary 
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to the Congress resolution and injurious to the best interests of the coun- 
try. It assured the “zamindars that the Congress movement is in no way 
intended to attack their legal rights and that even where the ryots have 
grievances the Committee desires that the redress should be sought by 
mutual consultation and arbitration.” І 


Just when the peasantry had started coming into violent conflict with 
the foreign rulers and their social support-the landlords, the struggle was 
withdrawn. 


The disastrous consequences of this let down were to be experienced 
in the following years. There was every possibility of permanently uniting 
‘the Hindu and Muslim masses if the: developing agrarian movement in 
which the toilers from both communities were directly interested had been 
developed along with the anti-British struggle. The Hindu and Muslim 
` peasants fighting Hindu and Muslim landlords, overcoming the hold of the 
obscurantist feudal classes on the people, would have raised a new type of 
unity unassailable by communal appeals or obscurantism. This was preci- 
sely what had started happening in the course of the non-co-operátion 
movement. But it was seen merely as sporadic violence and the process of 
unity was arbitralily halted. 


This situation was exploited by agents of the British, to create further 
breaches and make Hindu-Muslim unity impossible for the future. These 
obscurantists had been held in check so far because the national movement 
and the Congress had befriended the Khilafat agitation. But now with 
the withdrawal of the struggle, the fragile unity of the Hindu-Muslim 
masses could be easily disrupted by communal appeals. The disappoint- 
ment of the Muslim masses was turned against the Hindus and the Con- 
gress. i 

The years after the Bardoli withdrawal were followed by widespread 
communal riots all over the country reducing Hindu-Muslim unity toa 
shambles. Gandhi fasted and undertook penance because of these riots. 
The communal press on both sides did its best to poison the atmosphere. 
Every incident, however small, was used to create communal tension. The 
only relieving feature was the protracted and united strikes of Hindu and 
Muslim workers. 


The Congress leaders and the nationalist press no doubt kept cool 
and kept faithfully to the ideal of national unity, but open encouragement 
to communal elements by the Government and the partisan use of the | 
police, drove deep breaches between the two communities. 


The declaration of the Republic of Turkey and deposition of the 
Khalif ended the Khilafat agitation. Yesterday’s Khilafat leaders turned 
into outright communalists. 


But while the British were congratulating themselves on their success, 
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a new force was emerging. This was the force of the communists and the 
labour movement. Already in the 1922 Ahmedabad Congress the voice of 
the communists was raised for complete independence and revolutionary 
struggle. Since then the British Government had been launching one 
conspiracy case after another against the sprouting communist movements. 
But those inspired by the October Revolution continued to spread in the 
working class. Simultaneously the strike struggles oftbe working class 
in Indía began to rise with the break up of partial stabilisation of world 
capitalism and the approaching general crisis of the capitalist system. 
Long battles were fought all over India. Strikes lasted for several months, 
mass unions were formed and the working class faced lathi charges, police 
firing and life sentences. At the head of these struggles stood a leadership 
either of communists or radical nationalists. The result was a sharp rise 
in the political consciousness ofthe working class and a growing linkage 
of the trade union struggle with the anti-imperialist struggle. This was 
seen in the mighty protests and strikes of the working class in Bombay 
and elsewhere against the appointment of the Simon Commission which 
was boycotted by the Congress and other organisations, 


The imperialists understood the writing on the wall and struck at 
the working class before the Congress could move into new all India action. 
They repressed the trade unions, jailed their leaders, launched the Meerut 
Conspiracy case in which 31 leaders were accused of organising a 
conspiracy to overthrow the British Raj by violent revolution. 


The 18 communists in the Conspiracy case openly announced from 
the Court that they wanted to oust British imperialism to end the feudal 
and landlord imposed misery of the peasant and take free India forward 
to socialism. They were sentenced to prison terms ranging from 5 years 
to transportation for life. 


During this period the communist movement gave many valuable 
ideas to the national movement. Historically it was necessary that the 
national liberation movement be linked with the movement for removing 
all pre-capitalist economic relations and creating conditions for an entirely 
new social order. The communists understood that a firm national 
consciousness could be creatéd on the basis of old land relations and that 
caste, religion and communalism which disrupted the democratic struggle 
could be reduced to a subsidiary role only if the feudal and semi-feudal 


conditions which maintained them were completely abolished. They 


understood that abolition of caste was nota question of Hindu social 
reform but of uprooting the old socio-economic order іп the villages. They 
also understood that division on the basis of religion could not be done 
away with by propaganda for unity àlone but could be achieved only in 
the course of the common struggle of the Hindu and. Muslim masses 
against imperialism and their indigenous exploiters, At the Congress 
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Session in Calcutta in 1928, the communists and radical nationalists toge- 
ther organised a huge demonstration of 50000 peasants and workers who 
presented the slogan of an independent socialist Republic of India. So 
deep was the ideological class influence of the bourgeois leadership that 
this course was misunderstood by many asa diversion from the national 
struggle. Itshould be recorded here that the Congress leadership as a 
whole was extremely unwilling to utilise the strike weapon of the working 
class for political purposes thereby depriving the national struggle of a 
very effective form of action. In theory of course they defended the 
political strike as during the discussion in the Central Legislative Assembly 
when the Government brought a Bill to ban such strikes. 


The demoralisation and frustration arising out of the collapse of the 
first non-cooperation movement against the British led to rise in revolutio- 
nary activities amongst the youth, Temporarily impressed by the huge mass 
response to that non-cooperation movement, confident that an effective 
result could follow, young people had thrown themselves whole-heartedly 
into the Gandhian non-cooperation movement. But with a sudden 
and unexpected withdrawal they seemed to loose faith in mass actions 
itself and decided to fight the British by means of organising revolutionary 
groups and taking up arms against the officials. The heroism of these 
people is not properly recorded. A large number of conspiracy cases 
were launched against them, many were hanged but the fight continued 
and mostly it was disowned by the Congress leaders. As in the earlier 
years, heroic figures emerged—Ram Pradad Bismil and Asfaqualla of the 
Kakorri conspiracy case, who were hanged, Sachendra Sanyal and others 
were sentenced to 20 years, Chandra Sekhar Azad who was a young man . 
in the non-cooperation movement and was flogged in a British jail, a 
larger number ОҒ revolutionaries from Bengal, those who participated in 
the great Chittagong Armoury raid, Ganesh Ghosh, Anand Singh, Kalpana . 
Dutt, Subash Ram and many others and finally leading to the accused in 
the Lahore conspiracy case which ended in the martyrdom of Jatindas, 
Bhagat Singh, Rajguru and Sukh Dev. These young men continued to 
revive the spirit of the demoralised people after the collapse of the first 


movement. 


The British Government, however, completely mis-calculated, -be- 
cause Gandhi formally retired from the Congress and there was temporary 
dislocation of his influence. They thought as earlier Lord Curzon had 
thought that the Congress was dead. They proped up all kinds of com- 
munal bodies against the Congress and thought that the Congress could 
be nationalised in future. The Congress Party in the meanwhile finding 
that the mass waves had to some extent, subsided decided to end the 
boycott of the legislatures and effect entry in the Central Assembly and the 
Provincial Councils. It utilised the legislative forum for consolidating 
its hold over the people. The Congress at the same time seized initiative 
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for uniting various political parties for a common stand on future 
reforms. i 

The Nehru Committee appointed by the Congress under the 
Presidentship of Pandit Motilal Nehru produced an all party document 
giving a blue print of an Indian constitution with dominion status for 
India. This was in reply to the British challenge to produce an agreement 
amongst the Indian parties themselves. 


This demand for dominion status was itself an indication of the 
increased confidence of the Congress leadership and their confidence in the 
future of Indian industry. During the war and after, Indian industry had 
developed to a certain extent and demand for protection and markets had 
become urgent. The interests of the Indian industrialists increasingly 
converged with the aims of the Congress-led agitation for dominion status. 
The Congress leaders now gave concrete expression to their democratic 
ideas basing them on the need to develop capitalist private property in 
India. By 1923 the demand for protection of Indian industries was raised 
seriously and the Government had to appoint a Fiscal Commission to 
examine the question, The Indian members of the Commission who were 
in the majority called for protection and further extension of national 
industries. It was inthis period that the Central Assembly agreed to 
grant protection to the Tata Steel Industry and perhaps that was one of 
the few occasions on which the Swarajists supported the Government. 


These parliamentary manoeuvres suffered a setback when by 1926 
the partial stabilisation of world capitalism was upset leading to a serious 
agrarian crisis in the colonial eountries. The imperialists were trying to 
pass the burdens of the agrarian crisis on the colonial people including 
the peasantry and the industrialists. Тһе Indian Govrnment sought 
to pass the burden of the slump on the Indian people by manipulating the 
Rupee-Sterling Exchange Ratio to facilitate British imports and depreciate 
the return for Indian exports. Both Indian industry and the peasantry 
were victims of this manipulation. The crisis in industry had already 
unleashed a tremendous strike wave in the country. It was also leading 


to agrarian unrest. 


In this background the British Government announced a new Royal 
Commissson on Indian Reforms—the Simon Commission. It insulted 
Indian nationalism by refusing to appoint even a single Indian on the 
Commission. The Congress boycotted it and organised protest demons- 
trations when the members of the Commission landed in India. In Bombay 
and Calcutta there were strikes and black flag demonstrations against the 
Commission. All over India there were big protest movements. Utilising 
this pressure the Congress leaders tried to arrive at a compromise with 
the British on the basis of dominion status or something short of it. 
Dominion status even with the limited power it would grant, would be 
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extended with the support of the mass movement for protecting the 
interests of the rising class of Indian industrialists but it was neither 
complete independence and nor would it free the masses from economic 
slavery. At the 1928 Calcutta Session the battle between the radicals and 
Communists on the one hand and tbe Congress leadership on the other 
centred precisely .on this question of independence or dominion status. 
The Communists moved an amendement calling for complete independence 
and an agrarian programme. Subash Chandra Bose, leading the radicals, 
called for complete independence. But the dominant leadership of the 
Congress under Gandhi's leadership decided to stick to dominion status as 
the common demand on the plea that they would accept the demand for 
complete independence if within a year the government did not accept 
dominion status. . 

The Government’s refusal to budge resulted in the Lahore Congress 
resolution in favour of complete independence. Once again Gandhi was 
given full powers to decide the pace and character of the movment. 


The second non-cooperation movement was totally distinct from . 
first great upsurge of the people in 1920. The leadership of the Congress 
kept all mass initiative in check from the beginning. 


The Independence programme was now reduced to 11 points covering : 
various reforms—total prohibition, reduction of land revenue and military 
expenditure, a protective tariff on foreign cloth and reduction of land rent 
by 50 per cent. It is interesting to note that Mahatma Gandhi who in 1:20 
considered modern industry sinful, now demanded protection for the Indian 
textile industries which also competed with the handloom industry. Ву- 
now, Gandhism had shed its earlier anti- western trappings and was openly 
advocating the immediate demands of the national capitalist class. The 
11 point programme for independence though it included some pertinent 
democratic demands, and the important demand for 50 per cent reduction in 
land rent, gave priority to the demand for raising the Rupee-Sterling ratio. 
Alongwith protection to Indian industries and prohibition of import of 
foreign cloth it demanded reservation of coastal traffic for Indian vessels. 
Under these 11 demands, even the central question of political power was - 
hardly there, to say nothing of the qu:stion, of freeing the Indian peasants 
from their economic miseries. 

From the beginning Mahatma Gandhi took care to see that the 
struggle was carried ón with the aid of his faithful followers so that it did 
not exceed the limits he "wanted to set on it. Mahatma Gandhi and his 
Sabarmati associates were to lead the march to Dandi. Later on everybody 
was asked to formally break the Salt Law and Forest Law but nowhere 
perhaps was the call for refusal of land rent or tax given. It was a move- 
ment which from the beginning was extremely well controlled in the name 
of discipline and avoiding;violence. In Bombay the Congress gave repeat- 
ed calls for Hartal witnessing both the co-operation of the mill owners and 
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the enthusiastic participation of the workers. The mass movement which 
developed in April nonetheless went considerably beyond the limits set by 
Gandhi. Rising strikes, powerful demonstrations, the Chittagong armoury 
raid in Bengal, the incidents in Peshawar which was in the hands of the 
people for 10 days, and the beginning of spontaneous movements by the 
peasants in a number of localities especially in the United Provinces 
where the Congress sought to mediate on the basis of 50 per cent payment of 
rent were indicative of the people’s mood. A characteristic of this move- 
ment was that the participation of the Muslim masses was far less than in 
1920, and it was largely due to the іпбиепсе of Khan Abdul Gaffar Khan, 
the Frontier Gandhi, who had made common cause with the Indian 
National Congress and became one of its prominent leaders. It was 
because of this that the Muslim mass in Peshawar threw itself in to the 
fight against the police and the military. The clashes resulted in hundreds 
of deaths but two platoons of Hindu troops refused to open fire on the 
Muslim crowd, broke ranks, and fraternised with the crowd, a number 
of them handed over their arms. Immediately after this, the military and 
the police were completely withdrawn from Peshawar and the city was in 
the hands of the people for a week. The men of the Garhwali Rifles who 
refused to open fire on the erowd were led by Chandrabali Singh, a peasant 
from Garhwal. They were all sentenced to long years of imprisonment. 
But they were disowned by Gandhi who said “а soldier who disobeys an 
order to fire breaks the oath which he has taken and renders himself 
guilty of criminal disobedience. I cannot ask officials and soldiers to 
disobey; for when I am in power I shall in all likelihood make use of those 
same officials and those same soldiers." 


The arrest of Mahatma Gandhi led toa huge outburst in Sholapur 
where Martial Law had to be imposed. Four leaders of the agitation 
were hanged, one of them was the Secretary of Workers’ Union. The 
Congress leadership lost control over the people who took charge of the 
administration and maintained order after driving out the British officials. 
This agitation in the end resulted in the Gandhi-Irwin Pact of compromise 
and withdrawal of the movement. At the Karachi Congress, the Session 
passed the basic rights resolution which improved the Congress programme 
making an approach to the mass of tenants who were suffering feudal 
exploitation. However, it only talked about mediation between the two 
and nothing more. On the eve of the Karachi Congress which was held 
after the Pact, Bhagat Singh, and bis colleagues were hanged. This created 
tremendous indignation amongst the people. 


The withdrawal of the movement and the Congress offer of coopera- 
tion did not lead to any fruitful result. The British Government was 
determined to have no compromise and in 1932 the Congress was uncere- 
moniously attacked, thousands were again put into jail and Gandhi and 
the working comittee leaders found themselves behind the bars. The 
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entire illusion of dominion status, the illusion that Britsh would make 
big concessions if mass movement was restricted, collapsed. 


By 1932 the Congress entered into wilderness, had formally withdrawn 
the movement and decided. to attend the Round Table Conference. The 
Government did not give any representation to the Congress but Gandhi 
was declared its pleni-potentiary. This was humiliating for the Congress , 
and was put ona par with all kinds of other organisations which had 
hardly any following In the Round Table Conference Gandhi’s 
voice was raised on behalf of dominion status and he was prepared to 
accept safeguards for the British. But once the mass movement was over, 
the British were in no hurry to make any concessions and remained firm 
on the Federal Constitution which was a mockery of a Constitution which 
retained all powers for the Provincial Ministry. The British Govern- 
ment had totally mis-calculated that Congress was so isolated that 
communal and caste parties would balance its influence but nationalist 
opinion rallied round the Congress and in almost all cities it got a thum- 
ping majority. Because of the Congress outlook and the restricted powers 
of the Ministries they could not do much for the people. Nonetheless the 
people as a whole looked upon them with pride as an achievement 
satisfying national respect. That is why the Congress added to its | 
prestige while running the Ministries and all the designs of the British to 
wean away mass influence from the Congress failed. 


While these parliamentary experiments were going on a new radical 
current arose in the Congress itself. It soon crystalized, in the Congress 
Socialist Party led by Jaya Prakash Narayan and others and in the initial 
stage did good work inside the Congress to radicalise its. policy. It 
cooperated with the Communists to organise Kisan Sabhas and Trade 
Unions and carry forward the message of complete independence and 
socialism to the people. А large number of people were helped by JP's 
book Why Socialism to understand the principles of socialism and fight 
for them. Unfortunately this group could not develop any indepenent 
following outside the Congress and in the end could not really influence 
the political line of the Congress. However, some of its leaders played 
a very big organisational and political role during the 1942 struggle and 
later on formed a radical wing outside Congress. 


The sum total of the 1930 struggle controlled and directed by the 
Congress leadership was the achievement of Provincial Ministries and 
diversion of mass activity to parliamentary activity. The Congress 
leadership was capable of mounting the offensive aginst the British by 
calling all sections of people to enter the arena. They had the power to 
paralyse the means of communication and industrial activity bringing the 
whole administration to a standstill. But they prefered to use less effective 
means of struggle. Once again class limitations of the Congress leadership 
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imposed a petty compromise on the people and frustrated their 
aspirations. 

Bécause of the earlier alienation between the Hindus and the Muslims 
the militancy of the Muslim masses was more and more diverted 
into anti-Congress channels. Muslim masses were now being instilled with 
the idea of the Hindu domination. This alienation rapidly increased as 
the Congress gained strength. The demand for the separation of Muslim 
majority provinces from India began to be voiced more and more by the 
Muslim League. The Congress leadership failed to stop this trend and 
win back the Muslim masses. The lost initiative could have been 
restored by a revolutionary struggle but the leadership was not prepared 
for that. That is why the prospect before India was freedom and 
partition. ~ . 

The outbreak of the war saw the National Congress stronger than 
ever, though isolated from the muslim mass. The Left was too weak to 
affect its policies. The Communist Party with little influence among the 
peasant mass and not a completely dominant force in the working class 
was also unable to press effectively for its policy of lining the agrarian 
struggle with the struggle for national liberation. 


With the rise of fascism in Europe and the world-wide exposure of 
imperialism the Congress had made several declarations on international 
developments which voiced the demands of progressive forces and freedom- 
loving people. Jawaharlal Nehru was the main advocate of this outlook 
which linked the progress and interests of the Indian freedom struggle with 
progressive international developments against imperialism and fascism. 


The Congress therefore correctly understood the nature of the 
Anglo-German war as an imperialist war. It said іп its resolution “the 
Committee cannot associate themselves or offer any cooperation in a war- 
which is conducted on imperialist lines and which is meant to consolidate 
` imperialism in India and elsewhere". The resolution added that the Indian 
people must have the right of self-determination, framing their own 
constitution through a Constituent Assembly without external interference, 
and must guide their own policy. 


The Working Committee put a poser to the British imperialists who 
were telling their own people that they were waging war for democracy to 
eliminate fascism. In its resolution the Working Committee called upon 
the British. Government to declare in unequivocal terms what their war 
aims were in regard to democracy and imperialism and the new world 
order that was envisaged and how these aims would influence British 
policy in India. Do they include the elimination of imperialism and the 
treatment of India asa free nation whose policy will be guided in accor- 
dance with the wishes of our people. 


The British Government offered only.to set up a consultative committee. 
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The Congress however had not yet decided to act. It was waiting for 
events. In the meanwhile the working class of Bombay under the leader- 
ship of the Communist Party of India organised a protest strike against 
the imperialist war in which more thana lakh of workers participated. 
They raised the slogans ‘down with imperialist war’, ‘long live the Indian 
independence' and expressed their solidarity with the international working 
class in the struggle against war. 


Quick developments took place in the following months. The 
collapse of France left England on the verge of a Nazi invasion. Тһе 
Congress offered to cooperate with the Government on the condition 
that Indian independence was recognised and a Provisional National 
Government at the centre established which though formed as a transitory 
measure, would enjoy the confidence of all elected members in the central 
legislature. If these measures are adopted it will enable the Congress to 
throw in its full weight in their efforts for the effective organisation for the 
defence of the country. The resolution amounted to rejection of Gandhi's 
line of non-violence in relation to external defence. 


In the meanwhile, the Communist Party was calling on the people 
to resist all war efforts and oppose the British. But they continued to 
move at a snail's pace. The Government in the meanwhile was attacking 
all Left forces. The CPI was banned, most of its leaders were arrested, 
others had to ро underground, most organisations led by it were banned. 
Other radical elements in the national movement who took an anti-war 
stand were also jailed. Gandhi however started only a new satyagrah 
asserting the right of freedom of speech, the right to speak against the war 
from a pacifist point of view. The satyagrahis were chosen by Gandhi. 
Vinoba Bhave was the first satyagrahi. Persons appointed by Gandhi 
informed the police as to when and where they intended to offer satyagrah. 
This could hardly be described asa struggle for asserting India's rigbt to 
complete independence. Even then more than 20000 people offered 
satyagrah in 1941. 


In the later half of 1941, a profound change occured in the interna- 
tional situation. Hitler attacked the Soviet Union. А  British-Soviet 
understanding emerged to fight Hitler. Japan attacked the Far-East and 
it brought the Soviet Union, Britain, United States and China together 
to face Japanese imperialism and the Rome-Berlin- Tokyo axis. 


Jawaharlal Nehru understood the change. He said in December, 
1941 “the progressive forces of the world are now aligned with the group 
represented by Russia, Britain, America and China". This was precisely 
the stand the CPI took declaring that a successful outcome of the war 
against Hitler would be a people's victory leading to drastic changes іп the 
world situation, weakening imperialism and facilitating the struggle of the 
Indian people for freedom. Тһе imperialists would not be in a position to 
resist the demand for independence. ( 
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Jailed Congress leaders were released but the Government refused to 
respond positively to the situation. In December 1941 the Congress passed 
a resolution saying “while there has been no change in British policy to- 
wards India the Committee must neverthless take into consideration the 
new world situation which has arisen by the development of war and its 
approach to India. The sympathies of the Congress must inevitably lie 
with the people who are subject to aggression and are fighting for their 
freedom ; but only -a free and independent India can be in a position to 
undertake the defence of the country on a national basis.” 


The British refusal to make satisfactory concessions derived from the 
chink in the nationalist armour—the isolation of the Congress from the 
Mustim masses with the League now in a position to counter every move of 
the Congress and advance its own claims to dilute Congress claims. By 
1940, the demand for Pakistan had become the central demand of the 
Muslim League. Beginning with the demand for a Muslim majority pro- 
vince it became more and more strident with inability of the Congress to 
counter it. Muslim soldiers formed a substantial part of the Indian Army, 
perhaps 50 percent, and as long as the League stood opposcd to the Con- 
gress and did not tamper with the loyalty of the Muslim soldier the 
Government felt safe. 

The Congress bad rejected the demand for seccession in clear terms. 
The Poona resolution of the Congress passed in 1945 reiterated its stand 
when it said “Тһе Congress cannot agree to any proposal to disintegrate 
India by giving liberty to any component state or a territorial unit to 
secede from the Indian Union or Federation. The Congress as the Work- 
ing Committee declared in April 1942 has been wedded to Indian freedom 
and unity and any break in that unity would be in the modern world, where 
people's minds inevitably think in terms of ever larger federations, injurious 
to all concerned. Nevertheless the Committee also declared that it cannot 
think in terms of compelling the people in any territorial unit to remain in 
the Indian Union against their declared and established will. At the 
same time the Congress was prepared to make concessions to some of the 
federating units—Muslim majority provinces. Its 1946 election pro- 
grammes stated “in order to give the maximum freedom to the costitutio- 
nal units there may be a minimum list of common and essential subjects, 
and a further optional Jist of common subjects which may be accepted by 
such units as desired to do so.” 

But the Muslim mass was not within the reach of the Congress. The 
League leaders mainly representing the Muslim landlords were in no mood 
to move an inch from the demand of Pakistan and separation. The 
Gordian knot could have been cut only by a genuine revolutionary appeal 
to all toilers to combine the fight for national liberation with the fight 
against feudal exploitation. But this was neither the outlook nor the line 
of the Congress. It should be realised that the Muslim masses were also 
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boiling over with,ndignation against the. British Government. This was 
seen during the Naval rebellion when Hindu and Muslim ratings joined 
hands and raised the flag of the Congress, the League and the Communist 
Party on the.rebelling ships, when Hindu and Muslim workers in Bombay 
raised barricades in support of the fighting ratings and faced the British 
troops.and the-armoured corps. But their anger was diverted to the fear 
of Hindu domination. 


“Тһе Congress therefore sought 4 short and swift struggle. The ‘Crips’ 
Commission failed to offer anything other than a rehash of certain earlier 
proposals. zE 


, The Congress was in a dilemma. It did not want to embarrass the 
defence of China or Russia "where freedom is precious and must be pre- 
served or to jeopardise the defensive capacity of the United States", 
(August 8 Resolution of 1942). The resolution further stated that an 
immediate ending of British rule in India was an urgent necessity both for 
the sake of India and for the success of the cause of the United Nations. 

Оп the declaration of Indian independence, a Provisional Government was 
to be formed with the cooperation of the principal parties and the groups 
in the country. Its primary function would be to defend India and resist 
aggression together with the allied powers. It, therefore, launched its 
August movement without a proper programme. At the same time, in 
order to bring sufficient pressure on the Government, it did not restrict the 
initiative of the local leaders and the masses. It thought that the pressure: 
generated ‘by the spontaneous outburst of anger would force the British 
Government to compromise. After the arrest of all the Congress leaders 
the great outburst of anger throughout the country was such as had hardly 
been seen before. There being no strict inhibitions against’ violent acti- 
vities the police were often resisted with arms. . Thousands were arrested 
and put in jail, many were shot dead and the Left elements in the Congress 
went underground to organise the struggle and to give it a cohesive 
character. It was obvious that the Congress leaders were not seriously 
utilising their capacity to paralyse and bring the Government to a stand- 
still. :Наа the Congress given a call to the Railway and Transport Workers 
of India the entire transport and communications could have been brought 
to a standstill. But then it would have had a tremendous effect on the 
peasantry and would have led to incalculable consequences. Faced with 
the dual responsibility of organising the struggle and at the same time not 
hitting at the vital point in the Government’s armour, the 1942 struggle 
Jaunched by the Congress was carried on heroically by the people but 
ended in a stalemate. Immediately it produced nothing. Mahatma Gandhi 
had to go on a fast to protest against the brutalities of the Government. - 
Despite every chance of danger to the life of the Mahatma the Govern- 
ment refused to respond and Gandhi had to withdraw his fast. 


Nonetheless, the Congress had again tremendously increased its pres- 
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tige and its influence over the masses increased. After release ‘the Congress 
leaders officially withdrew the civil disobedience movement and negotiations 
started again. By now the post war upsurge had started. The entire country 
was in ferment. The formation of the Indian National Army under Subash 
Chandra Bose inspired the people. Subash Bose became the most popular 
leader and his birth day was celebrated in a manner in which no leader's 
birth day was celebrated before. 1һе formation of the INA increased the 
militancy of the fighting Indian people. So big was the developing upsurge 
with arrest of the INA leaders, that Shahnavaz and others who were tried 
by a military court had to be released immediately after conviction. АП 
over the country strikes and demonstrations were taking place in defence 
of INA officers. The Viceroy had to immediately cancel the sentence. The 
Government dare not face the angry people who were supporting the INA 
officers. Strikes and agitations started allover the country invading even 
the army and the airforce. At the same time, the British Army was in no 
mood to fight the Indian people. The young British workers who had 
been drafted in to the army by appeals to their sense of democracy and 
freedom were not prepared to use their rifle against the Indian people. 
The climax was reached with the rebellion of the RIN Navy in which 
several Indian ships were affected. Admiral Godfrey threatened to sink 
the entire Indian navy but the ratings held on. They raised the flags of 
the three parties, the Congress, League and Communist Party and addres- 
sed an appeal to the people. Тһе Communist Party gave a call for a gene- 
ral strike in Bombay which was completely successful and the workers 
raised barricades when British armoured cars were sent to quel! the rebel- 
lion. More than 400 people were killed and hundreds wounded. But the 
Congress which was negotiating with the British Government disapproved 
of the upsurge. The Naval ratings had to surrender. The British Govern- 
ment was already aware of the situation and realised that the Indian libera- 
tion struggle was taking a revolutionary turn. Therefore they hastened to 
sue for a compromise. Тһе British Prime Minister made an announcement 
for settlement. The result was the Mountbatten Award which partitioned 
India. The British of course tried to sabotage India's achievement by 
giving freedom to the Indian Princes to join or not to join the Indian 
Union. The Congress with its grip on the people was able to exert suffi- 
cient pressure оп the Princes to join the Indian Union and later on to 
absorb the States. 


There is no doubt that the Mountbatten Award itself was a compro- 
mise between the Congress leadership and the British Government in the 
. face of the developing revolutionary trends. The compromise programme 
`. did not mean that British imperialism retained any hold over the Indian 
people. The Communist Party of India at one time thought that the 
independence was not complete. There were powerful reasons for the 
assessment at the time but the bourgeois leaders asserted their power and 
removed all restrictions. The compromise preceded by inhuman massacres 
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Indian National Movement 


A SEMINAR on the Indian National Movement —its political, social and 
ideological dimension-was organised by the Social Scientist in New Delhi, 
from 27 to 29 January 1986. The keen interest that this Seminar evoked 
was evident not only from the presentations on the various themes, but 
also from the ensuing discussion in which a large number of people partici- 
pated. As in the earlier Social Scientist seminars, the discussions were lively 
and thought provoking. Of particular relevance were issues relating to 

. imperialism and class struggle within the National Movement, the role of 
the Left Movement, and the changing social and political perceptions of the 
various socia! groups during the nationalist struggle. Within these broad 
themes the issues relating to communalism also came up for discussion in 
the context of two presentations at the seminar, one relating to the Khilafat 
Movement, and one by B.T. Ranadive. 

The Seminar was a significant one, for it successfully presented an 
alternative perspective. It attempted to reconstruct the history of national 
liberation struggle in India i.e., a history in which the motive forces of 
nationalliberation were recognised as the mass of peasants and workers 
and the lower middle classes. Almost every paper in the Seminar provided 
sufficient evidence to show how independence was won not by à handful 
of ‘national leaders, but by the people who came out on the streets in 
millions. The Seminar also showed how the Indian National Congress, 
although it provided leadership to the national movement, was also the 
chief instrument of its containment within a framework that left the econo- 
mic and political power of the ruling classes intact. Also, that it refused 
to restructure the ideology of nationalism to a point where the hegmony 
of the bourgeoisie would be threatened. A majority of the papers 
presented at the Seminar also challenged the trend in historiography 
which sees the Congress as an all-people’s movement that was open to 
ideological transformation, which according to this trend, could not take 
place because of the sectarianism of the left, and its inability to comprehend 
the real dynamics of Indian society and some of the INC led movements. 
The content of some of the papers also showed that popular movements 
were a part of the national movement, led by the bourgeoisie, though they 
had their own specificities and in their aspirations went far ahead of this 
leadership. 
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Labour 


The morning session on 27 January was chaired by Prof. С.Р. Bhambri 
(Jawaharlal Nehru University}, Three papers were presented, two dealing 
with specific movements and one rather more general. 

Prof, Sanat Bose’ (ISI Calcutta), in his article, Tea Garden Labour 
Movement and the role of the Non-Co-operation Activists in Assam, 1920-21, 
emphasised that the trade union movement in India was that of a specific 
kind. This specificity must be underlined, if we are to study it historically. 
Also, it was important to make a deeper study of the relationship 
between the specificity of the Indian labour movement, and the national 
movement, asa whole. How was the message of nationalism given and 
received ? í 

These two aspects of the movement were, thus, emphasised in his 
analysis of the Assam Tea Garden Labour Movement. Тһе main point 
made by him was that apart from tbe economic grievances which had been 
a "regular feature" of the workers' lives for years, the decisive factor in 
creating an unprecedented mass movement in 1920-2] was the "heightened 
class consciousness" of the workers. This manifested itself іп the 
questioning of all hither to accepted forms of oppression, specifically 
related to the capital—labour relationship. Apart from a raise in wages, 
the demands now included the right to passage of their cattle to the 
grazing ground in some gardens, and also ashare in profit. The dignity 
and honour of women labour was staunchly defended, and protest launched 
against other oppressive practices of both the garden staff and the licensed 
traders, particularly as regards the illegal deduction of wages, short weight, 
and the bad quality of ration supplied in the gardens. They also refused: 
to give evidence against their leaders. 

In making a more detailed assessment he said that although the- 
movement was motivated by “more than trade union demands", it was not 
solely created by the local Congressmen either. “Тһе Congress did not 
initiate the labour movement. It was the other way round". To that 
extent it was a spontaneous movement. But the “heightened class 
consciousness" manifested by the movement was “greatly strengthened 
by the activities of a large section of non-co-operators". The linkages 
between the labour and national movements were through ex-garden 
labour, Indian garden staff of lower ranks favourably disposed to the 
national movement, ‘lowgrade’ Mussalman volunteers of the Khilafat, а 
fakir and ordinary villagers. He also emphasised the decisive role played 
by the “outsiders” in this movement, mainly the non-co-operators. He 
referred also to another “outside” element which played à crucial role i.e., 
the Dibru Sadia railway strike, which had a tremendous impact on garden 
labour, inspite of the authorities’ best efforts to keep them socially 
isolated. А large number of the railwaymen were ex-tea garden workers. 


The second paper was by Prof. Ranajit Das Gupta on the Com- 
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plexities and Contradiction іп the relationship between labour ond the Natio- 
nal Movement : The Calcutta Case, 1880s to 1920. Не viewed the national 
movement asa merger of different strands of anti-colonial movements, 
not a homogenised one led by the Congress. “Тһе labour movement in his 
view, revealed a degree of autonomous consciousness and organisational 
capacity on the part of the working class, which must be emphasised in 
any study of the labour movement. Like Prof. Bose, he also underlined 
the specificities of the labour movement in India. Among other factors, 
the co-existence of pre-capitalist and capitalist forms of economy had 
critical bearing on the development of class formation, class consciousness, 
and the struggle of the working class. He analysed the Calcutta working 
class movement and showed how the linguistic and religious identities 
continued to prevail despite the emerging working class consciousness. 
The working class, at most times, revealed an “overlapping” and “ѕоте- 
times contradicting levels of consciousness", with the result that it was 
possible to give “опу a nebulous answer" as to what extent the working 
class had developed nationalist and class consciousness. : 

Prof, Ranajit Das Gupta: also emphasised the paradoxical and yet 
crucial role of outside leadership i.e., the nationalists, іп the development 
of working class consciousness and, therefore, also in the organisation of 
working class struggles. Although the nationalist leadership was not 
propelled by narrow ruling class interests, its movement was mediated by 
the complexities of the colonial structure. The Congress leadership failed to 
work out a coherent programme for working class struggle. It was the 
workers who showed initiative in protesting against capitalist exploitation 
and imperiatism. Gandhi’s role was particularly paradoxical, for even th- 
ough he was against integrating the workers’ struggles into the National 
Movement, it was his movements which led to the mobilisation of the 
working class for example, the non-co-operation movement. 

The third paper of the session was by Thomas Isaac on The National 
Movement and the Communist Party in Kerala. He adopted as his stand- 
point the Marxist position that the Communist movement was “а logical 
and normal outcome of the class contradictions and struggle" during the 
national movement. He argued against those who failed to perceive this, 
particularly those who consider the genesis of the Party to be a result of 
manipulations or the sectarian understanding of the Communists. In 
doing so, he also questioned their contention that the Indian National 
Congress was nota bourgeois party, but a genuine people's party of all 
the anti-imperialist classes in India. In fact, in his argument he linked 
up the two questions, showing ‘how the very class nature of the Congress 
created the necessity for a separate working class party. Given the nature 
of the socio-economic structure of colonial India, the agrarian revolution 
formed the axis of the national liberation struggle, and given the nature of 
class forces, the formation of the working class party and its hegemony over 
the anti-imperialist united front was a necessary condition, He chose 
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Kerala as his case study, as Kerala is also the historical SRpeHenoe chosen 
by those whom he was arguing against. 

Initiating the discussion Partha Datta argued that it is doubtful: 
whether the labour movement of the twenties was really as autonomous as, 
appeared from Ranajit Das Gupta's paper. He pointed out that the links 
between what the official reports called the ‘lower class movement’ and the 
Khilafat movment, particuarly, needed to be worked out. Sanat Bose, he 
said,in making an assessment ofthe degree of class consciousness of the 
Assam tea labour had taken into account only the “movement.” This kind 
ofa concentration obviously leads to a failüre to explain periods of. 
apparent passivity, which are equally important for making an assessment 
of the level of working class consciousness. Rana Behl pointed out that 
- till late 19th century a fair amount of concern had been shown by 
nationalist leaders towards working class issues, at least on paper, but later 
this concern was missing except may be on the part of a few individuals. 
He gave the examples of Kanpur. Also, inthe entire proceedings of the 
Assam Pradesh Congress Working Committee there are no references at all 
to the tea garden strikes. The alienation of working class from the middle 
class leadership and its perceptions, as apparent from Bose's and Das 
Gupta's papers, was a significant factor. Ав possible explanation he 
referred to the role of language. Тһе Hindi speaking labour was more 
alienated from the leadership. Capitalists too, through rigid controls, 
were able to isolate protest strikes in different mines or plantations, S.K. 
Acharya also felt that this ‘alienation’ was due to the fact that labour in 
Assam and Bengal came mainly from other areas. А. Murali pointed out 
that the relationship between the working class movement and the national 
movement as a whole should be analysed “іп terms of the very structuring 
of nationalist ideology, at the cultural, economic and political levels.” At 
all these levels the nationalist leadership did try to combat colonialism 
but ‘Чо a limited extent". The “basic structure of colonialism was пої 
touched, for example the land relations", Тһе emergence in the twenties 
of a new vision of social transformation of the indigeneous society led to 
a significant development in the fight for nationalliberation, as well as in 

the relationship between labour and national movement. G.P. Deshpande 
questioned whether provincial case studies, as had been presented, could 
be sufficient bases for the level of generalisations that were being made in 
the papers as wellas in course of the discussion. Не cautioned against 
reading too much into the ethnic factor, ie., the alienation of the non- 
Bengali working class from the Bengali leadership, as a factor for deter- 
mining the relationship of the working class with the national movement. 
Firstly, the provincial leadership could not be completely identified with 
the national leadership. Secondly, the working class did have some 
perception of the national leadership, which was its own, and which it 
possibly carried from areas where it came from.  Thirdly, the non- Bengali 
working class was not divorced from the national movement asa whole, 
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though it may have been so from the provincial leadership, and it would 
not be correct to assume that working class perceptions of the national 
movement were limited to its perceptions of the provincial leadership. 

Sanat Bose, in his response to the various comments, pointed out 
that till late 19th century the middle class concern for workers was simply 
a general concern for the “‘poor.” It was only from the late 1920s that 
the worker is perceived as a “worker”. Even then the attitudes of different 
Congress leaders were different, particularly after the Russian Revolution 
of 1917, when some of them began to fear workers’ unrest, while others 
like C.R. Das also felt that the Congress should organise the workers, or 
else ‘others’ would. Sanat Bose also pointed out that the role of the 
leadership in the different areas of working class movement was being 
studied, but the questions related to how the working class movement 
effected the national leadership had been completely ignored. Nature and 
extent of ethnic consciousness was important, but not of over-riding 
importance. Examples of both kinds can be cited i.e., where it has been 
a determining factor and where it has not. Therefore, each case must 
be studied in its specific situation. 

Isaac did not agree with G.P. Deshpande and argued that the 
“lessons” of Kerala, though based on a provincial case study of an area 
of homogeneous working class and leadership, gave scope for wider genera- 
lisations. His conclusions regarding the role of the Party and the hege- 
mony of the working class were relevant оп a wider plane. In Kerala, as 
elsewhere, the workers, despite unity within the factories, continued to be 
dominated by caste and community prejudices outside the factories until the 
organisational impact of the Communist Party was felt. Chair person Prof. 
Bhambri said that trade unions must be schools for creating class and revo- 
Jutionary consciousness. 


Peasantry 


The afternoon session began with a presentation by Kapil Kumar 
(Delhi University) on Ideology, Congress and Peasants in the 19308: Class 
Adjustment or Submission? The agrarian question, according to Kapil 
Kumar, was the central question of social transformation in India, and опе 
which involved a basic and fundamental conflict. The zamindars as a 
social class, and through their class organisations, actively suppported the 
British and as such they were a constituent of the ‘primary contradic- 
tion’, The implication from this premise was that an intransigent fight 
against tbe zamindars would not have caused a split in the national struggle, 
the landlords being already with the British. 

Analysing the role of the Congress relation to tbe peasant question he 
argued that the policy of tbe Congress in practical terms, was one of sub- 
mission rather than class adjustment with the landlords. In fact, the Con- 
gress had a definite class essence, which led it to a compromise with 
landlordism. 
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The second paper by К.С. Suri (Nagarjuna University) was of a more 
general nature, titled, The Agrarian Question During the National Movement 
His paper focussed on the two major approaches of the Congress and the 
Communists respectively, regarding the agrarian, and the peasant question 
during the national movement. The Congress stood, for limited agrarian 
reform, class conciliation and development of pitalism providing 
for the protection and promotion of private property in land. It 
conducted only isolated and limited struggle. Congress wanted to counter 
(from 1937) the militant peasant struggles | with a two-pronged policy of 
offering concessions to the peasants and at the same time harass, attack 
and ‘liquidate the political leadership of the peasant struggles. 

The third paper, by Айшу Murali (Jawaharlal Nehru University), 
dealt with the theme New Social and Political Perceptions and the Radicali- 
sation of Anti-Colonial Struggles in Andhra, 1922-34, The significance of this 
period, according to him, was that it witnessed а marked change in social 
and political perceptions and nationalist intellectuals and different social 
classes which, in turn, influenced the national movement in Andhra. At 
one level was apparent the spread of new ideas regarding man-woman 
relationship, problems of women, peasantry and untouchables. At: 
another level different ideological positions in relation to the national 
liberation struggle were discussed and propagated. Two eontradictory 
visions of the future transformation of society—one rooted in bourgeois 
ideology and the other i in left ideology—started competing for both ideolo- 
gical and political hegemony over the National movement. 

During the 1920s new rational social perceptions on man-woman relati- 
onship were propagated by the young nationalists mostly under the influence 
of socialist ideas. As a result there was a marked change in women’s cons- 
ciousness. This, according to Murali, explains the phenomenal participation 
. of woman іп the 1930-34 movement, and also the articulation of their 
demands—-social, economic and political—as part of national liberation. As 
a result of the propagation of the universal character of ‘nationalism’ and 
- ‘freedom’ by the younger radical nationalists, and on the other hand, the 
impact of the Russian Revolution of 1917, social classes like the peasantry 
started demanding the integration of their class demands into the national 
liberation struggle. 

"This new wide social base of the national movement, he emphasised, 
was not. a consequence of the Gandhian eleven-point programme. “In 
fact, the Gandhian eleven-point programme was only a limited response to 
these changing social and political perceptions and the consequent pressure 
from below on the national movement.” Не also explained how after 
their practical experience with the Gandhian model of struggle in 1930-31 
‘most of the young radical nationalists became disappointed and switched 
over to socialist and Communist ideas openly, leading to a conflict between 
two competing ideological groups within the movement. As an example, 
he took up the question of untouchability. Here he showed in detail how 
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the Andhra nationalists closely followed the Gandhi's resolve to treat the 
question of untouchability clearly as a problem of “internal reform" to be 
carried out within the framework of his "consensus" model, which meant 
that the economic roots of social degradation were to be left untouched. 
This limitation, according to him applied equally to the questions of 
women's emancipation, peasants' rights, and untouchability as an issue of 
landlessness vs landlordism. 


In presenting this máin argument Murali made references to nationa- 
list ideas on education, particularly women's education, and also analysed 
the content and role of the contemporary literature of the period. 


The discussion in this session was initiated by David Hardiman. His 
comment оп Kapil Kumar's paper was that in taking on Bipan Chandra 
as ‘neo-nationalist’, rather than within the framework of Marxist proposi- 
tions, he was making his own propositions too simple. He essentially 
corroborated Kapil Kumar’s thesis. With reference to Gujarat, however, 
he pointed out that the Congress was usually anti-landlord since the pre- 
dominant power here was colonial bureaucracy, with which the landlords 


- were allied. The Congress here was a party of the richer peasantry, a 


factor that explains the large scale transfer of land from the landlords to 
the rich peasantry after independence. In 1949, for example, in the fight 
against Parsi landlords, Patel even advocated violence. Kapil Kumar’s 
thesis, according to him, failed to bring out these different tensions within 
the ruling classes in the rural areas. Also, as regards the Congress attitude 
to the Sahukars and the reason for not taking up the question of peasant 
rights was that the Sahukars were strong supporters of the Congress. It 
was not because the Congress stood for the landlords’ cause. With refe- 
rence to the role of the left, he agreed with Suri that the communists 
failed because they had not been able to correctly analyse the class diffe- 
rentiation within the countryside. In addition, he felt, they also failed to 
grasp the whole socio-cultural situation, particularly the prevalence of 
religion in peasant consciousness. He also questioned Murali’s argument 
that the social reform movement was a major factor in radicalising the 
peasantry. The radicalisation was more likely a result of actual struggle, 
and tended to get out of the limits set by Gandhian reformers. 


Prof. Bhambri pointed out that it was important that a deeper study 
be made of the socio-cultural philosophy of the Congress. As studies made 
by E.M.S. Namboodiripad and Sardesai showed, Gandhi was able to esta- 
blish a linkage between this philosophy and the class question. P.C. Joshi’s 
correspondence with Gandhi shows that the communists often had to 
answer questions with regard to rumours about themselves—things like 
group marriage, animal slaughter, etc. Thus the superstructural, religious 
influence of the Congress was definitely strong, and had to be grappled 
with. Gandhi had succeeded in identifying himself with the masses through 
his declarations on ‘dharma’ etc. All this, according to him, showed that 
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the nationalist leaders did not ignore the Шыны Тһеу, іп Ғасі, 
solidified it. 

R.K. Barik (Zakir Hussain College) questioned whether Kapil 
Kumar's analysis of landlords can be generalised at the all-India level. The 
landlords, according to him, could not extend their grip over the Congress 
everywhere. Also, the duality of the Congress attitude to the landlords 
and rich peasants needs to be looked into more carefully, апа specifically 
in all areas. For example, the right wing in Bihar was not simply pro- 
landiord. It did have a broader perception of the national movement, and 
the Congress there was not happy at all with the adjustments made with 
the landlords. Shahajanand, on the other hand, he pointed out, is looked 
at today as a caste leader because he did not take up the social reform 
question at all, as it had, for example, been taken up in Kerala. As a 
result Bihar is today ridden with caste politics and social conservatism. 

Shashi Joshi (J:N.U.) questioned Kapil Kumar’s thesis at a more 
fundamental level. The questions, according to her, must be posed in terms 
of political strategy in the over all context of a colonial situation. Did 
Congress agreements with the landlords for example, help or hinder the 
anti-colonial struggle ? The landlords in Bihar and Kerala, she pointed 
out, were anti-colonial. She also made reference to E.M.S. Namboodiripad 
and A.K. Gopalan and writings of left radicals who entered into agreements 
with the landlords for the same purpose i.e., anti-imperialist struggle. 

According to her the Congress had been able to take over the role of 
mediator in the colonial state—both in the internal social conflicts, as well 
as those of the Indian people as a whole vis a vis the colonial state. 

Indu Agnihotri (Delhi University) was critical of Kapil Kumar for 
not having been able to deal with the 'neo-nationalis argument ina 
manner so as to himself "escape the terms of reference set by this school". 
That the Congress had sided with the landlords was so evident today, as a 
result of recent historical research, that there was no need to argue further 
on that score. She, however, raised the more general question of “how 
nationalist can right wing nationalists be ?' She cited the example of 
China asan illustration of the limitations of right wing nationalism. 
Murali’s paper, according to her, showed how historical experience of 
struggle throws up new forms of struggle and wider questions which 
encompass much more than simple anti-colonialism. It showed also that 
struggles which touch the reality of the lives of people do break through : 
community and religious links, etc. 

G.P. Deshpande pointed out that Kapil Kumar’s quotations are 
chosen from among many which could prove the opposite. As such quo-. 
tations from private papers, reflecting attitudes, have their limitations as 
source material. Also, with reference to the picture that emerged from 
Kapil Kumar’s paper of nationalists as right wing, he asked a general 
question as to “һом right wing can nationalists get 7? The impression 
that emerged from Kapil Kumar's paper, according to him, was that 
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Nehru was a kind of Chiang Kai Shek. The question that emerged from 
this, pointed out G.P. Deshpande, was whether had the Congress leader- 
ship been decisively right wing, could such a right wing leadership have 
kept its control over the national liberation movement for so long? If so, 
he wanted to know, how does one explain why and how was the Congress 
able to accommodate the small and middle peasantry within its strategy. 
He concluded that a more central assessment of the nationalist leadership 
was necessary than what emerged from Kapil Kumar’s paper. He also 
"made the observation that internal class contradictions cannot attain the 
same primacy that the imperialist colonial contradiction has in a colonial 
situation. The national movement was, therefore, necessarily faced with 
creating a United Front, and the question was primarily that of hegemony 
within that Front. It was, according to him, also the most serious historical 
and philosophical issue of national Jiberation. 

A. Murali wanted to know what. Kapil Kumar meant by the “con- 
sensus model" and more specifically what he considered wrong with the 
Gandhian attempt of consensus aimed at preventing the disruption of the 
multi-class resistance to imperialism. Не too felt that the question was 
one of hegemony within the national liberation front. 

Suri pointed out that there was a clear distinction between class 
adjustment, compromise and submission. Primarily the question of Con- 
gress attitude to landlords was a question of whether the Congress was 
prepared to accept the dominance of the landlords. It was clear from 
the experience of the national movement, as well as from the political 
structure created іп 1947 that the bourgeoisie compromised with land- 
lordism in its own interests. Referring specifically to the nature of boure- 
gois compromise he said that it did not mean a protection of imperialist 
interests, but a compromise in terms of creating conditions for the deve- 
lopment of capitalism in India, a compromise as regards the transforma- 
tion of Indian society. 

Kapil Kumar, during the course of his reply, agreed that the Com- 
munist Party was too small and ineffective to pose a serious alternative to 
tue Congress. Also, its emphasis on the working class as the vanguard 
of the revolution resulted in its not paying sufficient attention to the 
organisation of the peasantry. Gandhi, on the contrary, saw the real 
potential of the peasantry. Another reason why the peasantry continued 

‘to support the Congress was that often, as a result of its own specific per- 
ceptions, it did not see the contradiction between the Congress programme 
and its own interests. In fact, it perceived Congress directives in its own 
way. For example, when Gandhi burnt foreign cloth in Bombay, the 
peasants took it as a message to fight their oppressors and burnt talukdari 
offices. Answering to David Hardiman, A. Murali clarified that he was 
' not arguing that social reform was a major factor in radicalizing the pea- 
santry. He said that basically he was analysing the spread of new socio- 
political ideas and their radicalizing influence on the consciousness of 
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peasantry and other social classes. This shift in peasants consciousness he 
argued had reflected in national movement during 1930-34. 


Nationalism and Imperialism 

The second day was fully devoted to the broad theme of *Nationa- 
lism and Imperialism’. Тһе first presentation was by Prof. Bipan Chandra 
(Jawaharlal Nehru University) on the Struggle for the Ideological Transfor- 
mation of the Indian National Cengress in the 1930s. Тһе topic, he felt, was 
relevant as it threw up tbe problem of how theleft should operate in 
parliamentary conditions. He characterised his own paper as an attempt 
` at “self-criticism from within the broad Left”, and an attempt also to 
analyse the reasons for the failure of the Left to gain "ideological hege- 
mony" over the national movement. i 

His paper was based on the premise that the Indian National Move- 
ment was an “all-People’s movement", not only in its social composition, 
but also in the opportunity that it afforded to different social and political 
groups for active participation and leadership. The Indian National Con- 
gress, which provided leadership to this movement, was also open to 
political debate and “transformation towards a socialist perspective". But, 
this opportunity was "missed" by the Left, primarily because of its secta- 
rianism, “Тһе subordination of the primary contradiction (i.e., between 
British imperialism and the Indian people asa whole) to the sonday 
contradiction (i.e., within the Indian society) was, according to him, a part 
of Comintern, strategy since 1920, and the Communists had also accepted . 
it. But in concrete practice they failed to evolve a strategy in keeping with 
this theoretical understanding.” They, therefore, according to him “chose. 
to fight the battle for socialist hegemony ona wrong terrain and on 
wrong issues and thus gradually frittered away the ground that attraction 
of socialism. and Marxism. had created.” 

His conclusion was that a popular mass movement, in colonial con- 
ditions, should necessarily be open-ended, without definite hegemony or 
class character. ““Тһе socialist alternative, therefore, had to be posed not. 
in.terms of its leadership by the working class or a "Working class party 
but in ideological terms, that is, as a moral and intellectual and social 
developmental alternative and not a class alternative." 

E.M.S. Namboodiripad of C.P.I.(M) countered this historiographical. 
approach іп his presentation on The Left in India's Freedom Movement and 
in Free India. Не partly agreed with the critique of the Left made by 
Bipan Chandra, but pointed out: that his had been a very biased presenta- 
tion, and: methodologically a very weak presentation, because it did not 

contain a-similar-critique of the bourgeoisie and the Indian National Con- 
gress during the freedom movement. He himself was prepared to recognise 
both the positive and the negative features of the bourgeoisie. The early- ` 
economists like Nauroji had definitely taken a very bold step in exposing 
the colonial exploitation of India by Britain. But at the same time this’ 
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pioneering nationalist critique had its limitations and should not be con- 
fused with Lenin's Marxist critique and analysis of imperialism, as Вірап 
Chandra often claimed. 

The essence of the struggle of the bourgeoisie, in spite of its mass 
character and militancy, was a struggle for a compromise that- would leave 
the bourgeois-landlord system intact. Gandhi and Nehru, its leaders, 
were essentially representatives of this struggle for compromise. That is 
why the Congress envisaged the 1942 as a “short and swift struggle" (Quit 
India resolution), and immediately with its suppression entered into a 
“negotiated settlement on terms which proved disastrous for the country.” 
Though Gandhi personally felt sorry, the Congress, under his leadership, 
chose freedom at the cost of the division of the country. The point at 
which the struggle ended, for them, shows that theirs wasa politics of 

compromise not merely in short-term or tactical terms, but in terms of 
` their entire strategy which ended with the emergence of the Indian ruling 
classes as dominant in 1947. ` 

He also elaborated оп тапу positive features of the left to balance 
the picture presented by Bipan Chandra. Though Left had not been able 
to prevent the bourgeois compromise, it had developed as an alternative 
in the 1930s and 1940s. Іп terms of ideology, programme and world out- 
look, the Communist Party had something qualitatively different to put 
forward. It was able to forge ап independent unity of the working class. 
Periods when Communists were Secretaries of the Provincial Congress 
Committee in Kerala were periods of struggle between the PCC in Kerala 
and the Central Congress leaders. On the question of sectarianism he 
pointed to the significance of the struggle within the Congress against 
Right sectarianism because of which.the Left faced a problem in continu- 
ing with the United Front tactics. 

Sumit Sarkar, the discussant for this session, also raised a number of 
problems, mainly methodological, with Bipan Chandra's paper. With 
conflation of data and facts Bipan Chandra had according to him, pre- 
sented a very distorted picture of what actually happened. All specific 
data, for example, was correct but the total picture was wrong, particularly 
his emphasis on the pro-poor orientation of the Congress. For a balanced 
view he pointed out, it was necessary to recall the total indifference and 
even hostility of the Congress to worker and peasant issues for a consider- 
able period of time. Ав illustration he referred to the Bengal Tenancy 
Amendment Act. 

A second problem he raised was that of the primacy of primary | 
contradiction versus secondary contradiction. He did not agree with Bipan 
Chandra that the mixing up of anti-colonial and anti-feudal issues by the 
. left was ‘not good’. Іп actual‘fact, it was not possible to draw “а Chinese 
wall" between the two as the primary contradiction operated through and 
worked itself out through the secondary contradictions. Тһе British could 
rule India so long precisely because of the configuration of social forces— 
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and through class alliances, land settlements with princes and zamindars, 
and sometimes even with the bourgeoisie. Unless one understood this 
there was no meaning in characterising the colonial state as semi-hegemo- 
nic, as Bipan Chandra himself did. 

He also disagreed with the kind of parallel that Bipan Chandra drew 
between China and India in the late 1930s. In China, he pointed out, the 
Japanese invasion did not upset the existing hierachies. Therefore, even 
vested interests like warlords and landlords could be moved by patriotic 
sentiments. Also the Japanese had not had time іо build up a base of 
cooperation through social alliances in the way that Britain had been able 
to do in India. Secondly, the Chinese communists were in a position of 
considerable strength vis a vis the Koumintang, whereas the Indian com- 
munists were much weaker and could not afford to ally with the landlords 
from this position without getting into tailism. ` х 

Besides іп concrete terms, an 'alternative ideological hegemony’ ав. 
Вірап Chandra saw it, meant that the left should only talk of socialism 
and not act at all. Also, the idea (alternative ideological hegemony) was 
rendered absolutely meaningless if one thought, as he did that the Congress 
position was throughout correct, and the only position possible in the 
given situation. 

The most important historiographical questions, however, according 
.to him, were studies of the different social groups, their relative autonomy 
and strength, how the Congress was perceived by these different groups, 
how the Congress: message was received, how did Gandhi remain so 
popular with the masses. 

Mihir Bhattacharya also commenting on Bipan Chandra's paper, 
argued that the data used by him in fact pointed to conclusions very diffe- 
rent from his. The weakness of his perspective was that he looked 
at a significant period of India's history with "the people left out." 

Thomas Isaac argued that class adjustment should not mean class 
surrender. Independent organisations of the working class were important. 
The weakness of Bipan Chandra's entire presentation was that he did not 
consider working class participation and leadership necessary for national 
liberation. He looked at working class and peasant movements from with- 
inthe framework of Congress strategy for national liberation. On the 
other hand, one of the significant aspects of the Malabar peasant move- 
ment was that it was the only one led by the working class. 

Harbans Mukhia also disagreed with Bipan Chandra's separation of the 
primary and secondary contradictions. He pointed out that in actual fact 
the two operate in conjunction, and it is the interna] contradictions which 
give a distinct character to every national liberation movement, and also 
determine its post-independence development. The implications of Bipan 
Chandra's perspective are, however, that all national liberation movements 
are essentially the same, irrespective of their internal subsidiary contradic- 
tions, a factor that had led to his making a mechanical comparison bet- 
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ween the Indian and Chinese situations. He also disagreed that there was 
any possibility of an ideological transformation of the Congress by the left. 
That would have been possible only in a situation where there were по 
basic class differences between the two. Given this fundamental difference, 
however, it was absolutely necessary that the left should have posed an 
alternative organisation. Bipan Chandra's focus on the Right wing and Left 
wing, however, leads to his ignoring the class character of the Congress, 
and consequently, to his criticism of the left for posing an alternative that 
went beyond the Congress strategy. 

Kapil Kumar pointed out that when Mao advocated class adjustment, 
the landlords as a bloc in China had not gone ovcr to the side of imperia- 
lism as they did in India. Also, the question of agrarian revolution was 
never forgotten by him. Therefore, it was not correct to equate the 
Chinese and Indian situations. He also pointed to the prosecutions and 
suppression of the kisan sabhas and their leaders by the Congress to refute 
the argument that the Congress was open to ideological transformation. 

Radhakant Barik argued that class struggle had led to the consolida- 
tion of Congress as a Party which was opposed to another alternative. It 
took definite initiatives to throw out the communists and even socialists, 
precluding all possibilities of its social or ideological transformation. 

Indu Agnihotri pointed out that Bipan Chandra was, on the one 
hand, using Marxist categories, method and tools to criticize the left, but, 
in the same paper, the bourgeoisie was being analysed by him on the basis 
of entirely different categories. It was not "correct to use the Marxist 
stick to beat Marxism and a bourgeois stick to beat the bourgeoisie", as 
it meant a different criteria for assessing each. 

In his reply Bipan Chandra reiterated that he was not advocating 
class surrender. What he had wanted to stress was the specific form of 
class struggle to be adopted in a given colonial situation. Не also denied 
that he counterposed the struggles against imperialism, and the Indian 
ruling classes. Не had, he said, only emphasised as Gramsci had done, 
that the national liberation movement should be a national popular move- 
ment, not a regional ог one class movement. Also, he did not agree that 
the Indian national movement was led by the bourgeoisie. Ав regards 
1947, he said it involved a full transfer of power, not partial. 

E.M.S. Namboodiripad in his reply to Bipan Chandra pointed out 
that Tripuri represented a sectarianism of the right, not that of the left. 
The Malabar struggle showed that the Congress was in league with the 
landlords. Опа broad scale, the struggle within the Congress was ап 
aspect of class struggle in the national movement asa whole. Without 
waging this struggle it was not possible to carry forward the liberation 
struggle towards a new social vision of life. 


Regional Studies 


The afternoon session carried over similar questions to the regional 


140 SOCIAL SCIENTIST 


level. Mrinal Basu’s paper dealt primarily with the processes that went 
into giving the national movement a mass character by the 1920 (Class 
and Politics in Bihar 1905-1920). Не illustrated the forms in which this 
period witnessed the emergence of four distinct tiers of political leadership— 
that of a new group of middle class leaders having little experience of 
institutional politics who owed allegiance to Gandhi, the rich or middle 
peasants in the rural areas, and also the agricultural labourers, apart from 
the old zamindar leadership. He brought out the linkages between these 
development in Bihar and those at the all- Insia level. He also showed 
the mediatory role of communal and regional factors. Regionalism he 
argued, grew as a result of newspaper propaganda and the introduction of 
local self-government, particularly in those municipalities where the 
municipal commissions were divided into ‘Bengali and Bihari’ groups. 

The caste factor was also introduced into Bihar politics at the lower 
level with the formation of associations of Bhumihars, Ahirs, Sonars and 
Sahu Vaishyas. Eventually, Bihar leaders could exercise power only by 
utilising caste or communal organisations. 

Basu was able to show in his paper how these factors coloured the 
Congress experience of the Champaran struggle, as well as the Home Rule 
agitation and the following Khilafat and Non-co-operation movements and 
also how the growth of these factors was not unlinked to Congress 
politics. 

Dr. Saral Chatterjee (Calcutta), in | his presentation on Freedom - 
Struggle and Іле Emergence of the Communists ав a Political Force, made 
the point that it was the colonial policy of the British and the mid way 
suspension of the anti-imperialist mass movement which created the 

conditions . for the growth of communism in India. The Communists 
became a major political force only as a result of their active role in the * 
working class movement, as well as their consistent patriotism, not so 
much as a result of their tactics of United Front which, in practice was 
in certain phases, faulty. — 

Michael Tharaken (Kerala) presented a paper on. the specific nature 
of the Travancore State Congress, 1931-1947. He countered opinions which: 
regard state people's movements ав those of communal interest groups, as 
well as those which see them as an off shoot of the national movement, 
He-argued that the historical condition which resulted in the emergence of 
a bourgeoisie opposed to the existing state structure in Travancore, also 
gave to it a limiting regional character. Therefore, while it led the people's 
movement in Travancore through the State Congress, and also adopted 
the tactics and slogans of the national movement, it was too weak to . 
withstand the suppressive powers of the state. Тһе specific nature of the: 
weakness of the bourgeoisie and the Travancore State Congress he traced 
to the social origins of this bourgeoisie. It drew its strength from the 
growing commercial agriculture, a number of business-and manufacturing 
activities and the emerging educated professionals, but was forced, in the 
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specific structure of the Travancorian economy operating under colonial 
paramountcy, to operate only at regional levels, and develop only regional 
contacts and relations. Its having originated from non-Hindu and non- 
caste Hindu communities was another source of its weakness, given the 
essentially Hindu edifice of the traditional Travancore Society. 

P. Sudhir (Hyderabad University) in his рзрег /mperialism and 
Nationalism: the Ideological dimensions, analysed the processes whereby 
the "psychological incorporation of a subject people into the imperial 
System" was accomplished by the "production and reproduction of an 
imperial ideology." Passive acceptance of the imperial dominance was 
attained either by making Indians feel inferior to the alien rulers, or by 
the dissemination of myths about the permanence of the Empire. Another 
way was the introduction of the English language and a western system of 
education, and the subsequent flow of new ideas into India to integrate 
the emerging middle class. 

_ The ideological sources of nationalism, an ideology of fundamental 
contradiction to imperialism, was also the result of these very ideas. 
According to him, “just as in the material plane imperialism sowed the 
, Seeds of its own dissolution, on the ideological plane too the new ideas 
: could be and were used to construct an anti-imperialist nationalist 
-ideology.” He also argued that there was a conjuncture between advanced 

capitalism, a more aggressive imperialism’ and the growth of an imperial 
ethos. For example, the period of merchant capitalism, was not characterised 
by an ideology of dominance, whereas the later period was reflected in the 
defeat of the orientalists and the triumph of anglicists, along with the 
propagation of the idea that only the British could protect the oppressed 
poor in India. Finally, he made the point that alternative ideologies emerged 
also as a result of the activities of other social groups in England, as there 
is a “range of variations available in any given social formation.” 
On the other hand, the Indian national movement was one decisive factor 
contributing to the emergence of alternative ideologies in the imperialist 
country itself. А 

The discussion on the papers іп this session was initiated by Barik. 
He argued that Basu’s analysis in looking at Bihar politics in terms of 
Bihari middle class versus Bengali middle class was too simplistic. By 

1890 s, before Gandhi's Champaran struggle, Bihar was already in social 
turmoil and had a long history of agrarian struggles. Тһе middle rank of 
:landlords, whose children were educated, tried to confront the bigger 
landlords who were in alliance with the British. The British government 
іп turn was interested in making Bihar a separate state. Also, it is only 


7. in the 1930s that the peasantry was organised by the landlords in caste 


organisations, and on caste issues, Тһе agricultural labourers asa class 
did not.launch any movement in the 19305. 

Thomas Isaac, .commenting on Michael Tharaken's paper, said that 
he should have given more emphasis on the links between the National 
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Movement and the State Congress, as the weak bourgeoisie in the states 
tried to legitimise its demands by forging links with the National move- 
ment. The nationalist leadership, on its part, refused to intervene in the 
States people's movements. Had it done so, he pointed out, they would 
have become part and parcel of the national movement. 

Sanat Bose wanted to know why Basu had not said anything on the 
tribals who formed an important segment of Bihar society. On P. Sudhir’s 
paper he commented: that mere introduction of English education cannot 
be understood as propagation of imperialist ideology. 

8.К. Acharya felt that Sudhir should have referred also to the 
subservience of British workers to imperialist ideology. 

Suri raised the question asto how did it happen that although in 
India the agrarian movements began as movements of agricultural workers, 
organised by the bourgeoisie or the communists, they soon assumed a 
secondary position, while the movements of the rich and middle peasantry 
were given more importance. 

A. Murali, with reference to Tharaken’s paper, pointed out that had 
the peasant interests and those of the urban bourgeoisie been somehow 
translated into nationalist ideology it would have given a new dimension 
to these movements. While material conditions are crucial for such 
qualitative advance, the transformation of ideology is equally important. ` 
In the 1920s there was, according to him, scope for such a transformation 
of the States people’s movements. As regards Sudhir’s: paper, he felt it 
tended to over emphasise the role of introduction of English education. 
In doing that he had negated two significant aspects. One was, that the 
complex process of the structuring of colonial ideology and the establish- 
ment of hegemony over the minds of colonised people was not uniform in 
all the colonies—for example, see the cases of Africa, China and India. 
Two, this hegemony was not preceded by the total destruction of indige- 
neous culture in India unlike in casc of some African colonies. The 
mechanics applied, the response and assimilation of imperialist ideology 
were different. Therefore, in each of these areas a lot was borrowed from 
the traditional ‘system, a factor leading to, in some cases (example India), 
the revival of many backward cultural and ideological elements. It was 
important to remember this complexity in the context of which the 
struggle for counter-hegemony had to be waged. 

Iqtidar Alam Khan pointed out that it was not only amongst the 
educated that the imperialist ideology could be located. The colonial 
government, deliberately circumventing the educated sections, reached 
across to the common people and created its myths of hegemony. This 
imperialist ideology, according to him, continued to be bolstered even after 
Independence. As examples he pointed towards the ideas of the Pathans, 
the Sikhs and the Gurkhas as being of a martial race, and Muslims all over 
the world owing their first loyalty to one leader, the Caliph. Even Syed 
Ahmed Khan was used for playing up this last myth. 
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In his reply Sudhir gave as examples of introduction of imperialist 
ideology through education the statement of Macaulay and James Mill, the 
construction of Indian history from an imperialist perspective, a particular 
notion of civil society, all of which legitimised British rule in India. He 
agreed that the internationalisation of this ideology was secured at 
different levels in different ways, and that the resuriection of tradition 
often encouraged ап imperialist ethos. Although it was true that each 
case of propagation of imperialist ideology was specific, there were some 
common features, for example the ideas of white man's burden and 
backwardness of colonies. 


Communal and other aspects 


The first paper in this session (on the 29th January) was presented by 
Sudhi Pradhan, on The Indian Revolutionaries’ Role in the First World 
War. Essentially be brought to light and analysed, in the context of the 
ideological positions of the Second International two memorandums 
submitted to the Dutch-Scandinavian Committee of the Second Interna- 
tional by the European Central Committee of Indian Nationalists, and by 
Prof. Sattar and Prof. Jabbar of Delhi on behalf of foreign and Indian 
Muslims. The first one was written in German and the other in Swedish. 
The memo submitted by Profs. Sattar and Jabbar contained sixty 
examples of British oppression in India, particularly on Muslims, and 
a specific statement that world peace or liberation of the working class 
was not possible without freedom of the colonies. They presented a 
critique of the Socialist International, and were aware of the link between 
socialist revolution in Europe and national liberation. Не also referred 
to the participation of the Indian nationalist leaders in various Congresses 
of the Second International, and pointed out that the British labour leader 
Ramsay Macdonald had been opposed to this participation. S.K. Acharya 
presented a paper оп the Ethnic Aspects of the National Processes in India : 
Castes, Tribes and Linguistic Entities. 

Mushir ul Hasan spoke on Pan-Islamism and the National Movement, 
with special reference to the Khilafat movement. He argued against the 
popular view of Khilafat seen as a movement of extra-territorial loyalties, 
and one which arose asaresult of heightened communal consciousness 
and itself exacerbated communal tensions. He also argued against the 
thesis that it was irrelevant to the Indian National Movement, and had 
very little to do with the concerns of Indian Muslims. According to him 
Khilafat symbolised the fraternal link between Indian and foreign Muslims. 
Just as the revival of social Islam was seen to require political action, and 
involved a defence against the ideas, culture and scientific challenge of the 
West, so also the ‘decline due to imperialism expressed itself in revivalist 
movements which, nevertheless had an anti-imperialist content. He traced 
the various elements that went into the making of such movements, more 
specifically the Khilafat. One element was Syed Ahmed Khan’s efforts to 
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show the compatibility of Islam with modern ideas, which -left a deep 
mark on the Muslim intelligentsia. Other elements were the unification of 
Italy and Germany which created the euphoria of an extra-territorial 
Muslim unity, and also the Pan Islamic ideas represented by Jalaluddin 
Afghani which criticised Syed Ahmed Khan for serving British interests. 
It was this element which became а serious political force in the Khilafat 
movement after his death. Ме 

As a result of this, Ње Khilafat, according to Mushir ul Hasan, very 
consciously linked the national cause to the independence of all Muslim 
countries from the imperialist yoke. Also, religious links did not rule out 
nationallinks, or mean a break with the territorial nationalism that the 
Indian National Movement represented. Не also disagreed tbat men like 
Mohammad Ali and Azad had used this movement for narrow sectarian 
ends. According to him they saw the problem of the Khilafat as part of 
the general issue of fight against British imperialism. The Khilafat 
committees in some areas were indistinguisbable from kisan sabhas, workers’, 
peasants’ and women's organisations, particularly in Bengal and Punjab. 
The British government too, because of these links, perceived the Khilafat 
as a threat. 

He empasised that the Ulema and Congress alliance was an important 
feature of Indian politics. This became evident in the Civil Disobedience 
Movement of the 1930s. The Ulema were not bearers of orthodoxy and. 
conservatism, according to him, and the ideological focus of their politics 
needs a further re-examination, as does the role of the Jamait and its 
supposed incompatibility with Indian nationalism. Only their community 
concerns were conservative. In their political outlook they rallied 
behind the national movement, he pointed out, and gave the example of 
the Deobandis, Í 

Sudhir Chandra, initiating the discussion, commented that Mushir ul 
Hasan had attributed to ideology a greater degree of autonomy and 
effectivity than he would have had he been commenting on a different 
piece of reality. Не also laid stress.on an enquiry into the specificities of 
socio-political conditions or the objective conditions of the ideology itself 
which gave rise to the. different interpretations of people like Afghani. 
According to him it was “not important what so and so's ideology was, 
but how it was used", and how different people were differently influenced. 
by it. He also pointed towards the Hindu bias that comes out even in the 
writings of people like Gandhi and Premchand. For example, Gandhi 
wrote that ‘unfortunately the Muslims in their present state are most 
attracted by questions relating to their own community. We have to 


trace this and act upon it.’ Premchand wrote that ‘for Muslims Islam ` 


comes first though they are Indians also.’ Writings such as these, 
according to him, showed how the Khilafat was regarded by its conte- | 
mporaries,.and are also important from the point of view of how ideology. 
operated during the national movement, particularly with regard to the 
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relations between Hindus and Muslims. 

Javed Alam pointed out that there were two strands of thought that 
emerged amongst the Muslims and competed for Muslim minds. Afghani 
talked of the purification of Muslim community, the revival of the past, 
tried to recapture the period of Muslim expansion. Syed Ahmed talked 
of the modernisation of the Muslim community, and was not particularly 
sympathetic to revivalist trends. However, leaving apart their politics, 
what they were doing was not very much different from what other 
reformers belonging to other communities were doing. He felt Hasan 
should have been more cautious as regards his conclusions. The Pan- 
Islamists were not really responsive to the realities of the state they were 
living in, and Pan-Islamism as a movement, bad by the 1930s become a 
spent ideology and was replaced by various revivalist strands. One 
permanent feature of this in India was a belief not only in the cultural or 
moral superiority or glory of the past, but the integral tying up of 
religiosity with the idea of a certain kind of state. Thus the finality of the 
message of Quran became an important component of the politics of reviva- 
lism, at the same time that a certain kind of state and polity became part 
of religious revivalism. This shows that commitment to nationalism or 
secularism in religious movements of revivalism can only be tenuous. 

According to him, there were no major attempts to come to terms 
with problems of Muslims in contemporary times, for example with the 
question of what kind of politics was relevant for Muslims in a country 
like India. Therefore, Khilafat did not represent any major, continuous 
orlong term trend. He also pointed out thatin no Muslim society, 
including India, has there been a history of the emergence of democratic 
theories on the basis of which Muslims built their movements. On 
the contrary, religion itself became the basis for participation in democra- 
tic movements. He further pointed towards the dangers of this, as evident 
in Iran where it has led toa crypto-fascist movement. Khilafat too did 
not leave any ideological or political basis for the two communities to 
come together. . 

According (о Iqtidar Alam Khan the Khilafat was a turning point 
among the Muslims in India. It was a historical fact that before the 
Khilafat agitation there was no sense of communal identity among the 
Muslim masses. Efforts of Muslim reformers had activated only the 
middle classes. Jt was the Khilafat movement which activated the Muslim 
masses on a large scale, rallied them to the non-cooperation movement, 
butona revivalist basis. Different nationalities, regions and castes got 
united on a common platform in a search. for identity, which was religious 
> in nature. The demand for Pakistan was the culmination of the nature 

“of mobilisation process that Khilafat represented, the kind of identity put 
forward by it. Also, although the history of communal tensions pre-dated 
British rule, the late 1920s saw a qualitatively new slage in the history of 
communal tensions and communal writing. As regards the role of the 
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Ulema, he said that once they had prepared the ground by mobilising at 
the pargana level the traditionally educated and sometimes even the 
modern educated Muslims, had stepped in providing to this activated mass 
a new kind of leadership leading them towards communalism. Maulana 
Azad lost all influence later when he became an atheist, but his earlier 
ideas became the basis for revivalist ideology and fundamentalism—his . 
idea of Muslims a constituting one nation, his idea that religion and 
politics cannot be separated and that Islam was not only a religion, but a 
perfect code. Madani’s influence was limited to certain areas where he 
was accepted as religious leader. 

Sanat Bose, intervening in the debate, said that Hunter should be 
mentioned as one of the creators of Pan-Islamism. He wanted to know 
what was the nature of the struggle between the conservatives and the 
liberals, and what was the extent of Muslim participation in the Salt 
Satyagraha movement. He also pointed towards rise of communal 
historiography after the Khilafat. ; Я ou 
'  Mihir Bhattacharya raised the general problem of why and how at 
a certain juncture certain stuctures of ideology came to the forefront. It 
is important to study the relation between ideology and action in its 
specific historical context. Pan-Islamism should be studied in relation to 
the building of a nation. ' : 

Prof. Bhambri pointed out that with Khilafat, as with the national 

movement in general under the leadership of Gandhi, religion became an 
important factor and this weakened the idea of the nation, a higher 
category. New categories of struggle which tried to mobilise people on 
secular demands became submerged in revivalism and appeals to religious 
symbols, becoming a threat to independence and an undivided India. 
l Kapil Kumar emphasised that the use of religion must not be seen 
uniformly asa negative aspect of every movement. Religious symbols 
were often used only as cultural idioms of discourse. He gave the example of 
Baba Ram Chandra’s use of Ram Charitamanas, and also pointed out that 
the Khilafat leaders, while agitating among the peasants, raised questions 
relating to peasant grievances, not to Turkey atall. As regards the 
increase in the incidence of communal riots after the Khilafat-Non-co-- 
operation phase, he said that sometimes riots did take place because of 
communal reasons, but more often it was on caste issues, and partly this 
was the result of the policies of the Congress leaders. They brought in 
caste issues, and also talked in terms of Muslim and Hindu communities, 
particularly on questions of separate electorate. 

To Murali the basic question was one of a dialectical link between 
Pan-Islamism, their material and cultural interests within India, and their 
contradiction with colonialism and thereby their links with the national 
movement. What should have been emphasised in the paper was the way 
in which the common people of Muslim faith saw tbis basic contradiction, 
as well as their inner çontradictions, for they were part and parcel of the 
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Indian reality and the perceptions shaped by specific social and economic 
relations. It was not sufficient to study the mobilisation process adopted 
by the intelligentsia, as all the time there was a disjunction between what 
it projected and the level at which it was internalised at any given point of 
time. Murali felt that from Hasan’s presentation it appears as if the 
Muslims in India were a separate island untouched by the effects of colonial 
exploitation and cultural and social degradation, and that when their 
support was needed during non-co-operation it was done by the nationalist 
leadership solely by structuring their Pan-rslamism into the non-coopera- 
tion movement. For that matter, he said, it was doubtful whether the 
Khilafat agitation really succeeded in bringing the Hindus and Muslims 
together at the level of religion first and then at political level, as it was 
generally assumed, in relation to non-cooperation. During non-cooperation 
in Andhra both Hindus and Muslims participated together in a procession 
led by (Hindu modes of) Bhajan marcles with Radha as a religious symbol. 
This could be achieved only because there was a different basis for unity, 


' . which was secular and political i.e., anti-colonial consciousness. 


i 


K.N. Pannikar said that the nature of the problem for him was how 
the ideological questions raised by Mushir ul Hasan relate to other 
dimensions. For example, religion was not an external factor brought 
into politics, In the process and nature of mediation, religion was involved 
inthe entire process of socialisation, of evolving consciousness. How 
was the Khilafat ideology linked to the evolution of this consciousness, 
the way the idea of Khilafat evolved, how it developed in the rural areas, 
why when it came to a crunch they looked to intervention of Muslim 
leaders from outside—these, according to him were important questions 
as they involved many imperatives important from a cultural point of 
view. 

In his reply Mushir ul Hasan expressed agreement with Pannikar. 
In the given structure of Muslim society the Ulema and the Pirs had 
developed structures of communalism which they used during the 
National Movement. There was also the question, however, why did 
Gandhi pursue accomodative nationalism. This brings to the forefront the 
various forms of imperatives that came into play. He also agreed with 
another observation that the Muslim participation in the Civil Disobedience 
Movement was much less compared to the Non-co-operation, but that was 
because the issues and degree of enthusiasm in the 1920s was of a different 
nature from the 1930s. He did not think that the Khilafatists were 
advocates of separatism, and it did have a progressive strand out of which 
people like Muzaffar Ahmed emerged. 


National Movement and Literature 

The first paper in this session was presented by Tanika Sarkar (Delhi 
University. The title of her paper was Representations of Peasants and 
Women in Nationalist Bengali Literature. In it she argued that the national 
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movement led to the growth of a new iconography in nationalist literature, 
which reflected the social and political dimension of this movement. The 
dominant image was that of the country ‘sacrilized and femininised.' The 
desh was abstracted from the people and seen personified as a goddess, 
and people seen as children of and subordinate to this goddess. The 
country was also the mother depicted as either within or Kali, Asa 
within what was put across was the measure of her shame and degradation, 
as in the writings of Bankimchandra, where she appears as a woman 
having lost her shame, an inversion of the ordered world (woman on top). 
In others, for example Mukunda Das, she is seen as the principle of female 
strength, glorging in her violence and strength (Durga as Mahisaasuramar- 
dini). 

The empire on the other hand, she pointed out, was represented by the 
lion. The complete image, therefore was that of the dominant masculine 
form versus the defeated and enslaved woman mother. The authentic 
santan of this mother were shown as women and peasants, the former 
because of their biological role, the latter because of their work on land. 
They reflect the significance attached to the mobilisation of both these 
groups during the national movement. 

These images also, however, reflect the limits of this movement. As 
Tanika Sarker pointed out, nationalist literature also reinforced the idea 
of the supreme importance of the household for the woman. So, while on 
the one hand, there seemed to be the extinction of the distinction between 
private and public space and the extension of the household and 'feminiza- 
tion' of the national movement through the importance given to spinning 
(a woman's activity traditionally), on the idea of women serving food to 
feed Congress volunteers everyday, in their active participation in the 
movement, on the other hand, the women were expected to learn of 
patriotism through the household, not through reading (a play by Mukunda 
Das) Again while traditional constraints on women, like purdah, etc., 
were attacked by nationalists, there was only a limited range of activities 
that were allowed to them, as in one song, it was generally to be accepted 
that the Gita was an important aspect of women’s education and the 
household takes the place of the Gita in governing her. 

Similarly, as she pointed out, the peasants were conceived of in 
similar subordinate terms. Nationalist propaganda and local poems 
generalised about the relative importance of food and cash crops and 
spoke of the of “cash crops" as leading to hunger and starvation. No 
fundamental clash of interests was seen between the tenant and the land- ` 
lord. Calcutta was depicted as luring contented peasants, to some killing, 
and ill paying office jobs. 

Finally, Gandhi was seen as incarnation of Chaitanya, nationalism 
as a new religion, the loyalists were accordingly the godless, and British 
Raj was to become Gandhi Raj, swaraj to become swaraj, which means 
good government. The peasants and women, in this scheme, were seen as 
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best subjects of nationalism, primarily because they were uncontaminated by 
western education. This was an important point made by her, as it shows 
significance that tradition was to be given by a section of the leadership, 
particularly in their espousal of revivalist elements as opposed to reason 
and rationality which were given by them the garb of westernism, and 
have British rule over India. 

Mihir Bhattacharya had prepared a paper оп Bankim Chandra 
Chattopadhayya's novel Durgeshnandini, which dealt primarily with the 
conditions that went into the production of such texts іп the 19th century. 
He also described the contemporary concerns and needs as reflected in the 
novel. It represented the romanticist strand in the nationalist ideology. 
Through it, according to him, Bankimchandra had tried to say that the 
prevailing brutality and violence could be criticized through a concept of 
heroism and chivalry. Heroism and chivalry, centred around the man 
and woman relationships, is also produced as a kind of critique of the 
existing violence and oppression in the man-woman relationship. He 
argued that romantic nationalism was sought to be created in terms of the 
past by 19th century literature. 

In the discussion which followed Sanat Bose wanted to know how 
Bankim's novel was received by the. reading public. He pointed out that 
one novel was insufficient to’ explain the entire content of Bankimchandra's 
work, leave alone the 19th century novel. 

Alok Rai commented on Mihir Bhattacharya’s statement that literary 
evidence was not evidence of a direct kind. He said that this statement 
suggests that there was evidence of a direct kind, which is not true. 
According to him, all evidence is subjectively interpreted. Therefore, 
literature is as valid a form of data as any other. 

Basudev Chatterjee pointed out that what exactly was nationalism 
does not come out clearly in nationalist writings. Swaraj means essentially 
rule over oneself and had an existential as well as political aspect. 
According to him the political aspect on "anti-foreignism" became the 
touchstone, and the inward looking aspect was lost. In fact, even anti- 
foreignism had a schizophrenic aspect, the public discourse and that of the 
emotions. For example, Bose was able to talk of combining fascism and 
Communism as ап ideal system, and at the same time subscribed to the 
concept of ‘jagatdhatin mass’ The problem that Bankim was trying to pose 
was, according tohim, the question of what exactly is woman once the 
socially acquired problems are taken care of. He felt that Tanika Sarkar 

` had too easily assumed that nationalism as а religion had been so readily 
accepted. This should have been established more rigorously and with more 

„arguments, ог else it appears that had some people not introduced the 
element of religion into politics, the national movement would have been a 
radical one. 

A. Murali felt that seeing the reformulation of culture only in terms 
of the ‘mother’ images appears to be one sided and also negates the 
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specificities. of the historical (colonial) context. One must view this in 
relation to the structuring of indegenous cultural-ideological front and 
within the specific historical context. He wanted to know what did the 
self-articulation of women in politics and literature mean in terms of 
reformulation of public and private space and man-woman relations. 
According to him, the penetration of socialist ideas into literature and 
politics explains the emergence of new cultural and ideological conditions 
conducive for the massive participation of women in the national move- 
ment during the 1930s, i.e., transition from private space to public space 
however limited way it might be. 

Sarkar agreed with Murali that the historical context of the 
emergence -of 19th- century literature needed to be given more emphasis. 

Mihir Bhattacharya replied that Bankimchandra’s novel was received 
with exuberant praise, and went into several editions. He clarified, answer- 
ing to another question, that the novel was not a representation of women. 
in 19th century Bengal. It was a statement of liberatory possibilities. 

The session closed with remarks by K.N. Panikkar (Jawaharlal Nehru 
University) who pointed towards the use of literature as historical source. 
He argued that the reformulation of culture during the 19th century should 
be viewed in the context of indigenous cultural defence but not in isolation. 

The Seminar ended with a talk by B.T. Ranadive, during the course 
of which he raised certain methodological questions. The gist of his argu- 
ment was that no aspect of the national movement, could be analysed 
without relation to the entire spectrum of social reality and the inter-play 
of class forces operating at that time. He was also critical of the tendency 
to give too much importance to the written word of the participants in the 
movement. Such writings, were a reflection of the consciousness of the 
people at that time and this consciousness, he pointed out, was only a part 
of the complex reality. It had to be related to the entire historical context. 
Too much emphasis on these writings he felt, often leads to the acceptance 
of the consciousness of those who wrote, or to a one sided picture of those 
leading a movement or those opposing it. The international context was 
also very important, and no movement should be analysed or assessed 
without reference to it. He was critical of the way in which the communal 
question had been discussed without “апу mention of class struggle" or the 
anti-imperialist context. Class struggle had played a definite role in shap- : 
ing communal as well as anti-communal forces. So far as the Khilafat 
agitation was concerned, he said. it was a stroke of strategy on Gandhi's 
part that he was able to bring the masses into the struggle. The Mullahs 
and liberals like Jinnah were opposed to it for this very reason. “It would 
have been idiotic for any leader not to join hands", he felt, when the 
choice lay between a united or a separate struggle. What needed to be 
questioned was the basis on which this unity was created by the Congress 
leadership. Тһе traditional Muslim masses in the 1920s were moving 
towards “practical anti-imperialist anti-British action on the basis of a ` 
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traditional ideology" and the outcome at this stage was still open as to 
Which would triumph. 

Gandhi chose, however, to use tradition as the most handy weapon 
against the British. Не defined Swaraj as Ramrajya, while Swadeshi in his 
speeches came to represent notonly indigeneous industry, but also tradi- 
tion. His idea of a just society was not socialism, but somethin g from the 
past. The question of finances and exchange ratios was given prominence 
in their campaigns only later during the 1930s. Тһе bourgeois leadership 
was prepared to go against the British only so far as it was possible to do 
so without breaking its alliance with the feudal classes. Its anti-imperialism 
was limited by its committment to keep intact the old land relations and, 
consequently, also the old ideology. In its early stages the Muslim League 
was more anti-British than the Congress, but overlayed with old religious 
feeling. The leadership of Muslim League, however, fell increasingly into 
the hands of the landlords, who had no bourgeois stakes in India, and 
- therefore, led the organisation towards separatism. 

Inthis context, according to him, the question of class struggle, 
particularly the land question assumed even greater importance. The Con- 
gress leadership appealed to the Muslim peasantry, but was not able to 
keep it within the Congress because it compromised on the land question. 
For these reasons, he emphasised the responsibility for minority separatist 
aspirations lies mainly with the bourgeoisie leadership, as it does today 
when itis prepared to compromise with the reactionary elements within 
the minorities to prevent the completion of the bourgeois-democratic 
revolution. The primary problem for the left today, therefore, still is, 
as he underlined, the problem of building democratic consciousness. 

He also emphasised the imperialist context of these divisive forces. 
The British had been able to successfully organise riots, the purpose of 
which was to alienate the Muslim masses from the united nationalist 
struggle. The compromising bourgeois leadership had in turn, contributed 
to its success. 

This talk was followed by а discussion and finally a vote of thanks 
by one of the convenors of the Seminar. 
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Book Review 


Indian Business and Nationalist Polttics 1931-39 


CLAUDE MAKROWITZ : The Indigenous Capitalist Class and the Rise of the 
Congress Party, Cambridge University Press (1986). pp. 230, 

THIS VOLUME very clearly represents a trend that tends both to 
misrepresent the Marxist approach to history and its positions regarding 
the charcter of various classes at different stages"of social development and 
atthe same time tries to use narrow empiricism and positivism, leading 
both to a self-contradictory analysis and to conclusions that are almost a 
priori, as a result. 

Markowitz starts with tbe object of sh swing the world how the 
character of the Indian business class “runs contrary to Marxist or pseudo- 
Marxist assumptions about the industrialists forming an anti-imperialist 
‘national baurgeoisie’ while traders, espesially importers, being basically 
compradores, are expected to oppose nationalism.” Firstly, this sort of 
approach. is utterly out of keeping with the Marxist understanding where 
the character of a class is seen as essentially depending on its relation to the 
means of production and varying within this framework according to the 
stage of development of a particular mode of production and to the 
correlation of classes at definite periods of the concrete development of 
socio-economic formations in particular. There is nothing eternal about 
it or about classes themselves. 

As regards the role of the bourgeoisie of colonial states, the most 
comprehensive statement is that of the theses adopted by the Fourth 
Congress of the Communist International, placed by М.М. Roy with 
substantial additions and corrections by V.I. Lenin, іп 1922. The Second 
Thesis, phrased in as general terms as possible, and the distilled essence of 
the experience of National Liberation Movements the world over, is quite 
different from what Markowitz puts out as the Marxist position. 

It merely states: “Тһе Communist International supports all national 
revolutionary movements against imperialism. At the same time it does not 
lose sight of the fact that only a consistent revolutionary line of policy 
based on the active support of the masses, and the unreserved break with 
all advocates of imperialism in the interests of maintaining class domination, 
can lead the oppressed masses to victory. The connection between the native 
bourgeoisie and the feudal reactionaary elements enables the imperialists to 
make full use of feudal anarchy, the rivalry between various leaders and tribes, 
the antagonism between town and country, the struggle between the castes and 
national religious sects etc, for the purposes of disorganising the popular 
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movement." Nowhere is there an unequivocal presentation of a progressive 
anti-imperialist national capitalist class, but rather of one incapable of and 
unwilling to overthrow the reactionary precapitalist vested interests or to 
put up an uncompromising resistance to imperialism. 

This position is made even clearer in an article written by Ajoy Ghosh, 
the General Secretary of the Communist Party of India from 1951 to 1962, 
till his death. His view is relevant to our discussion even in narrow 
academic terms, as it was in 1936 that he became a member of the 
Politbureau ofthe CPI which is almost in the middle of the period of 
Markowitz’ study. He quotes from the Thesis on the Revolutionary 
Movement in the Colonies and the Semi-Colonies, adopted by the Sixth 
Congress of the Communist International in 1928, where it is clearly stated 
that the “native bourgeoisie, especially the portion reflecting the interests 
of native industry, supports the national movement and represents a specral 
vacillating compromising tendency wnich may be designated as national 
reformism...an opportunist movement subject to great vacillations, balancing 
between imperialism and revolution...The native bourgeoisie, as the weaker 
side, again and again capitulates to imperialism, Its capitulation, however, 
is not final as long as the danger of class revolution on the part of the masses 
has not become immediate, acute and menacing,” 

With regard to India, the position is very clear. At no point in this 
period did the Indian Marxists hold any other view than that "it is the 
dual role of the bourgeoisie as a class that alone can satisfactorily explain 
recent developments as well as past events.” Moreover, they stressed the 
fact that "the whole bourgeoisie is national in the sense that its interests as 
a class are not identical with imperialism but on the contrary come into 
conflict with it, The class as a whole wants independent capitalist develop- 
ment"? and that "compromise and struggle are not two different polices of 
two different sections but two aspects of the basic policy of the class 
a whole.”® This position, which dominated the thinking of Marxists most 
definitely in the period under study, leaves no doubt that Markowitz, like 
Don Quixote, has taken to tilting at windmills of his own creation. 

Starting from this weakness, Markotwiz then lands himself in another 
problem because of his empiricist-positivist approach. Basically his method 
is one that describes a series of states which can at best be superimposed 
one onto another with avast stock of facts, some relevant and some 
irrelevant, asa descriptive aid to buttress the various “snapshots” of 
history. As such, transformations are either а priori or contradictory jumps 
from one state of affairs to another. 

For example, in his critique of Indian bourgeois historians, at the] 
conclusion of the book, he says: “A detailed study of the politics of . 
Indian business in the 1930s does not confirm the image of a very 
articulate capitalist class capable of acting as a united lobby, an image¥ 
which is currently being projected in the writings of some historians. 
Although an awareness of common interests was increasing, as shown by 
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the growth of an All-India organisation like the FICCI, it was difficult to 
translate into day to day practice. Rarely were the Indian capitalsts 
capable of acting in a united manner, except for a few months during the 
first phase of the Civil Disobedience Movement and at the time of the 
Indo-British Trade Agreement.” 
Thaf, however, is how social classes behave as opposed to conspira- 
torial groups which the historians he criticiess often reduce them to. Marx 
and Engels explain. very succincty, in their philosophical work on The 
German Ideology, the dynamics of classes rather than just contradictory 
behavioural processes : “The separate individuals form a class only insofar 
as they have to carry ona common battle against another class, otherwise 
they are on hostile terms with each other as competitors. On the other hand, 
the class in its turn achieves an independent existence over against tbe 
individuals, so that the latter find their conditions of existence predestined, 
and hence have their position in life and their personal development assigned 
to them by their class, become subsumed under it?’ Moreover, studying the 
character of a vacillating class іп the context of a national liberation . 
movement, it is not likely that one would find unadulterated examples of 
an enduring, conscious class perspective and practice, except at points 
where the struggle is unduly sharp. 

The moments of class solidarity that he does note, however, are 
significant, and show him to be oversressing the disorganization of the 
Indian capitalist class just as the bourgeois historian he criticizes, Bipan . 

' Chandra, overestimates and glorifies its organisation. 

This approach makes him underestimate the capacity of the growing 
national liberation movement to mobilise businessmen, both Indian and 
British, to toe its line, on the one hand, and the capacity of the capitalist 
class to influence important decisions of the national movement through 
its leadership on the other. For example, he descrides how, during the 
Civil Disobedience Movement in 1931, the Congress had succeeded in 
reducing the mills still under boycott to “only eight Indian mills, generally 
small, as having refused to sign the pledge and being therefore on the 
boycott list. That list also included twenty-five foreign-controlled mills,” 
and added that this was “an act of allegiance to the Congress and thus 
had a big moral impact"? At the same time the bourgeoisie extracted the 
Gandhi-Irwin pact from the Congress, which, in the words of Sir Purshotam 
das Thakurdas, was “а return to political sanity”! Then, by the “begin- 
ning of November (1932) the EICA (East India Cotton Association) 
leadership seems to have persuaded most of the European firms to sign a 


statement supporting Indian national aspirations and by the end of | 


December the boycott was limited to one European firm”. This political 
` isolation of the colonial government Markowitz describes as a state of 

affairs in which “the Government of India was in a strong enough position, 
having broken the backbone of Civil Disobedience"!? How he comes to 
this conclusion when even British business had capitulated to the Congress 
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is difficult to explain. Also this is not the only time the capitalist class, 
both Indian and British, capitulated to the political pressure of the Congrees 
leadership, exacting concessions in return. 

In the textile strike of 1937-38 in Kanpur, during the Congress 
ministry led by Govind Vallabh Pant, workers had been fighting for the 
recognition of their Union, the Mazdoor Sabha, since the capitalists, both 
British and Indian, had already organised themselves as the Employers’ 
Association of Northern India. The employers, however, refused to recog- 
nise the union until “eventually they were forced to give in to Government 
pressure, but they resented it continually." Their resentment showed 
itself in repeated attempts to scuttle the talks, but “the mill-owners had to 
give in again, but in the course of their negotiations with the ministry they 
managed to make their recognition of the Sabha conditional upon changes 
in its internal constitution'?* This was during the period when “‘Congress 
started a gradual transformation from a movement of agitation into a 
Parliamentary Party and became a party of Government in July 1937 when 
it formed ministries in most of the provinces of India" and "Indian capita- 
lists took advantage of this ongoing transformation to forge closer links 
with the nationalist party.” 

Where Markowitz reflects a disjointed process, a dynamic dialectical 
view sees it as the growing coalescence between the aspirations of the 
capitalist class of India and the leaders of its ‘national movement and the 
sharpening of their contradiction with imperialism on the the one band 
and the growing isolation of the colonial regime on the other. This was 
not accomplished without the alienation of the socialist forces in the Con- 
gress and the organised working class and peasantry and a closer alliance 
than before with the landlord class from 1937 on, as the capitalist class 
began to lead the Congress more and more securely to parliamentarism, 
away from its moorings in the mass movement, so necessary to maintain 
and develop a firm anti-imperialist stand, clearly forseen by the Commu- 
nist International as early as 1922. Markowitz notes these facts but fails 
to see the links between them in a systematic framework, 

^ Heis not entirely unaware of these facts. In his conclusion, he does 
note how imperialist policy inevitably “from 1937 onwards, with the begin- 
nings of new difficulties in some recently developed countries (and not the 
inevitable development of inter-imperialist competition and contradictions 
increasing the necessity of passing on the burden of exploitation on the colo- 
.. nial economies !)" as well as “The refusal to change the rupee ratio, the 
-willingness to sacrifice large—scale, new encroachments by foreign capital 
35 some profitable fields, austerity budgets and Grigg’s open hostility to 
India’s industrialisation and planning,’ all contributed to the growing 
resentment of Indian capitalists against the colonial Government. He 
even notes how "the way in which the currency crisis was eventually solved 
confirms that New Delhi’s influence on British policy was limited. The 
Government of India, despite its strong reluctance, could do nothing but 
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bow to London's diktat,"" but fails to link this with the fact that this 
diktat itself was part and parcel of a world-wide crisis of capitalism of 
which the colonial system was the weakest link. Therefore, London too 
had little option in the matter and each time it betrayed the hopes of either 
colonial bureaucrats or Indian capitalists, it did so as part and parcel of 
imperialist policy and not-as a result of personal whims as Markowitz’ 
method often makes it appear. 

Apart from this, there isa definite pro-British bias in Markowitz’ 
presentation of the decade of the thirties, and in this, both methodologi- 
cally and politically, he turns out to be the other side of the coin of the 
Indian historians he correctly takes to task for glorifying and exaggerating 
the role of the conscious intervention of the Indian-capitalist class in 
guiding the national movement. Іп а contradictory manner, on the one 
hand, he admits that “If it is accepted that British enterprise was basically 
part of a structure of imperial exploitation, the explanation for its pro- 
gressive paralysis is perhaps to be found in the growing structural dysfunc- 
tioning of the colonial system in India,”’® On the other, he is unwilling to 
accept the corollary that “the reasons for thé greater success of the Indian 
entrepreneurs іп the 30s are necessarily to be found in a close relationship 
with a rising nationalism" on the flimsy grounds that “opportunism seems 
to be the term best qualifying the attitude of Indian businessmen during 
the десайе.””19 

As a result of this narrow frame of reference and a static methodo- 
logy he fails to see how, precisely because of such an opportunist leader- 
ship, the national movement was forced to compromise with foreign capital 
and the indigenous landlord class, to isolate itself more and more from the 
organised working class and peasantry, the only assurance of uncompro- 
mising anti-imperialism, and to establish а crisis—ridden bourgeois-land- 
lord state incapable of completing the agrarian transformation necessary 
to establish even a full fiedged bourgeois-democratic system, in sharp con- 
trast to those national liberation movements led by worker-peasant, 
alliances backed by all sections of the people, including the indigenous 
capitalist class, leading directly to the establishment of Peoples Democratic 
or Socialist states. Nor does he appreciate how these developments 
clearly point out to the truth of the proposition he refuses to accept so" 
arbitrarily. 

Unfortunately he has set out to refute the Marxist approach, a task ` 
unsuccessfully taken up much earlier by eminent men like Emile Durkheim, 
Max Weber, and lately, Marcuse. And, not unnaturally, he too has failed ” 
to make his point against a dynamic theory of social transformation cons- 
tantly being tested and refined by social practice and historic victories 
every day. 
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Editorial Note 


ІТ IS a remarkable fact, indicative of the intellectual ambience of the 
country, that even on the most burning issue facing us today, namely the 
Punjab situation, analyses of the roots of the crisis are conspicuous by 
their scarcity. Perhaps this is an index of our pre-occupation with day-to- 
day events ; perhaps this springs from an aversion to “sticking one's neck 
out"; or шау be this is merely symptomatic of a reluctance to let semi- 
formed thoughts, swapped in small circles, get crystallised into publishable 
matter. But the fact remains that discussions on the Punjab situation, 
‘even among Marxist intellectuals, rarely reach a level of discourse different 
. from that of the daily press. We are happy in this context to be publishing 
. asthelead article of the current number of Social Scientist а piece by 
Javeed Alam which explores the genesis of the Punjab agitation within a 
framework of political economy. 

The Green Revolution, the author argues, has now reached a stage 
where returns on any further investment of capital in agriculture are low 
and unattractive. At the same time, owing to the Green Revolution a 
considerable amount of money capital has come into the hands of the 
landed gentry which happens to be largely Sikh. The capital cannot find 
an adequate outlet in the form of extension of agricultural operations 
owing to the existence of land ceilings and other obvious constraints upon 
the alienation of land from the poor. On the other hand its spilling over 
into the sphere of industry is prevented by the operation of the pan-Indian 
monopoly bourgeoisie, which is unwilling to yield a fraction of the 
economic space it occupies and which is backed by the increasingly 
centralised State power. Thus the bourgeois aspirations of the Sikh landed 
gentry are thwarted by the big bourgeoisie, and even the local Hindu 
bourgeoisie which happens to have captured even such limited economic 
space as is available to local capital. Frustrated bourgeois aspirations in 
this situation have taken on a communal colouring. This process of 
communalisation has also been helped by the fact that in the context of the 
' other consequences of the Green Revolution, namely a growing differentia- 
tion and polarisation within the peasantry, tbe Akali leadership has been 
resorting to appeals to religious sentiments in order to keep the entire 
community united behind itself and to push the contradictions of the 
agrarian economy into the background. Communal politics moreover has 
an easy appeal to the large body of unemployed educated youth; and 
communal identity has got strengthened as a backlash against the very 
rapidity of the economic transformation. Hence the paradox of the most 
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prosperous state in the country being rocked by an explosive agitation 
which complains of “discrimination” and "oppression". In a situation 
of uneven regional development spawned by a constrained capitalism, 
discontent leading to chauvinism can thus appear at both ends of the 
regional spectrum. 

Abhijit Sen’s paper is concerned precisely with the nature of the 
Macro-constraint upon capitalist development. It argues cogently that the 
constraint must be located in the low rate of overall agricultural growth ; 
the existence ‘of large foodgrain stocks does not imply a lifting of the ' 
constraint arising from the agricultural sector. It also provides a stylised 
account, which is useful in itself, of the evolution of the economy and of 
economic policy in different periods to buttress its argument. Of special 
interest is his analysis of economic trends since 1970-71 where he forcefully 
. rebuts the Planning Commission's claims about the declining incidence of 
poverty, and provides data.to show that between 1960-71 and 1983-84 there 
has been a decline in real per capita agricultural incomes as wellas a rise 
in the share of rent and interest within agricultural incomes. While the 2” 
share.of wages has declined іп all sectors, those employed in the organised 
sector have witnessed an absolute improvement in living standards ; in fact, 
all groups other than rentiers, profit-earners and the organised sector 
employed have had declining per capita real incomes ovcr the last decade 
or so. Тһе increase in the savings rate as well as the virtual stagnation 
in per capita foodgrain consumption are both reflective of the increase in - 
income inequality over the period. е 

Tirthankar Roy's paper complements that of Sen. While confirming 
Sen's findings on real wage movements, which have a lot to do with 
changes in the terms of trade between agriculture and industry, the author 
underscores the regional variations in these: movements which hnve serious 
implications for the future of our society and роШу; Since the precise 
contours of economic evaluation оҒа society, even like ours, change 
through time, concrete studies of prevailing situations assume paramount 
importance. We hope that these three papers which between them throw 
considerable light on the political economy of India's development in the 
more recent period would be found interesting and stimulating by the ` 
readers. i 
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JAVEED ALAM* 


Political Implications of Economic 
Contradictions іп Punjab 


Introduction 

THIS PAPER is.yet another attempt at understanding the Punjab problem 
with its various differentiated facets. The argument proceeds on a some- 
what altered focus. It will try to locate the long term underlying objectively 
grounded roots of discontent among the classes that have gained the most 
in a situation of growing prosperity. This is predicated on the view that in 
situations of lopsided, stunted growth under retarded capitalism, depriva- 
tion or exploitation is not the only point of cumulation of discontent. The 
clue to thé specificity of the communalisation of politics in Punjab, as 
against its earlier community-centredness, lies in this peculiarity. The 
changing contours of political articulation of discontent, during the recent 
past, among the exploited classes due to growing economic contradictions 
is itself a social consequence of this peculiarity. This obviously necessitates 
looking at the totality of development in a different light to grasp the 
determinations of economic transformation and class formation for ethni- 
city of communal consciousness. 

Within this perspective, as a non-expert on Punjab, I find very few 
comprehensive analyses of the problem. There are either detailed works 
spelling out the growing contradictions of the economy in Punjab, especi- 
ally of the Green Revolution; or, there are long accounts of the evolution 
of Sikh politics and the contemporary movements among the Sikhs!. 

Both types of accounts are basically ofa reductionist nature although 
full of very useful insights. The first does not answer why contradictions 
of the same kind in other regions have not led to similar conflagarations 
and the second has a tendency to reduce every thing to history. I find on 
the whole that inadequate efforts have been made at explicating the social 
implications of the economic contradictions in the sphere of politics. The 
mediations from contradictions to postures seems to me to be missing. 

My problem, therefore, is not simply to explain the Khalistan move- 
ment or Akali sectarianism or Sikh communalism per se but to try to disen- 
tangle the various 'strands in the situation, not necessarily confined to 
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Punjab which have created the deep discontent and given it a specific form 
among the Sikhs. It is the specificity of this discontent that provides the 
breeding ground for all the various disruptive movements in Punjab backed 
by imperialism and its underlings which are worrying us all so much. It is 
important to understand the Punjab situation also because nothing else has 
been as instrumental in communalising the social perceptions and political 
understanding of the people іп: India, especially in the northern region; Í 
quite apart from giving rise to the most gruesome killings and massacre of 
a community. Communalisation of political understanding is in fact creat- 
ing hierarchies of treason that people are beginning to associate witb diffe- 
rent communities living in India. This i in itself is a symptom of Hindu 
communalism acquiring a crystallised shape and militant postures. The 
aggressiveness of Hindu communalism in turn is reinforcing the communa- 
lism of other religious communities including that of the Sikhs. 


The Context and Crisis 

From the mid-sixties, after the creation of the Punjabi Suba, to the 
early seventies, the problem in Punjab was non-specific in one fundaméntal 
sense. It was тоғе а demand for greater autonomy to states like in Tamil 
Nadu or West Bengal or as it is now іп Andhra Pradesh. But in this, as an 
aside, the way the Akalis posed the problem, there was a communal 
current which links up with the way the different Akali factions are cont- 
ending now: The distinct shift in its character occurs from around the late 
1970s and early 1980s. Its specificity now lies in the slow merging of state ` 
autonomy demands for Punjab with the aggravation of the crisis of Sikh 
identity and the manifestation of these in the shape of a distorted 
nationality consciousness based on chauvinistic communalism and extreme 
sectarian violence. 

If the problem represents such a transition then an account based' 
only on the developments internal to Punjab society will not be revealing. 
We may rather have to account forthe interactions between the changing 
configuration of organised forms state power’ in India and the maturing 
of contradictions in the economy and their implications specific to the: 
regional society of Punjab. This, I consider, will be a fruitful line of 
inquiry to understand the persistence of the problem in its present form 
in Punjab. ; 

Before going into the analysis of the Punjab problem it: may дық 
be useful to briefly digress to clarify a few aspects of state power in India. 
State power in India represents an internally shifting balance arising out 
of, on the one hand, the mutual dependence and the accords and under- 

standing among the more important sections ofthe pan-Indian ruling 
classes like the big bourgeoisie and the landlords and, on the other, 
contradictions, conflicts and bargaining among them; the landlords can be 
a potentially divisive force and can whip up pre-modern sentiments when 
their interests so require. The organised forms of state power are not 


POLITICAL IMPLICATIONS OF ECONOMIC CONTRADICTIONS IN PUNJAB 5 


identical with its nature, These have more to do with tendencies leading to 
the centralization of state power and its concentration in certain organs of 
government. These tendencies are more crucial in conditioning and 
structuring the responses of the various regions as well as the various 
classes and social forces within those regions. : 

The process of structuring of the responses is something distinct from 
‘the generation and cumulation of mass discontent which is due more to 
the modes of exploitation and social oppression in various regions within, 
of course, the relative success or failure of a given path of development in 
a society like India, Centralisation of political power and the consequent 
choking of certain processes of politics has been a key factor in the 
aggravation of Punjab crisis and the rapid shift in its articulation towards 
violent communal chauvinism. The initial bases of deflection in the mode 
of articulation of the regional problem in Punjab has been the efforts of 
the centralised state power in India to subvert the more democratic 
tendencies and political movements in Punjab. In fact, this has been a 
feature of politics in the country as a whole. The steady erosion of 
democratic institutions and processes and the slow undermining of the 
institutionalised linkages between different layers of politics at various 
levels of society has been the result of, more than anything else, the same 
forces that pushed Indian politics towards greater and greater centralisation. 
Together these have strengthened authoritarian tendencies in the politics.? 
Locating the problem іп these macro forces is also important to disabuse 
ourselves of the notion that there is anything intrinsic in the consciousness 
of Sikhs as a major conditioning factor. This observation does not in any 
way imply that there is nothing specific about the religious collectivity 
called the Sikhs. It simply means that consciousness and its political 
articulation is a much more complex phenomenon and is not of an 
invariant nature. 

To come back to the organised form of state power in India, centr- 
alisation is inherent in the capitalist path of development. But it becomes 
more aggressive in the multi-national Third World countries due to : (a) 
sharpening of regional-national aspirations in the face of varying fluctua- 
tions of the prosperity ofthe regions and moreso ofthe ruling classes 
within regions like Punjab; and (b) the evolution of the party structure in 
an environment of inelasticity of concessions in the inter-regional and 
regional vs. pan-Indian distribution of the surplus within the ruling classes. 
The Akalis, as the political representatives of the landlords and rich 
peasants who in Punjab are also the rising bourgeoisie among the Sikhs, ? 
are acutely affected by the sharpening of aspirations and the inelasticity 

* of concessions. 

Once this is seen, the regional dimension ofthe all-India political 
process can be seen more elaborately, not only in Punjab but also in 
Andhra Pradesh or Tamil Nadu or Karnataka and so on. In this situation, 
it should also be noted that faced with one set of tactics by the region 
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based claimants of extra-surplus, the state also uses the pan-Indian natio- 

nalist slogan to brow-beat the regions. The most blatant use of the 


nationalist slogans by the ruling Congress party was the manner in which 


the Punjab issue was used during the December 1984 parliamentary elec- . 


tions. Theone continuous refrain of the Prime Minister was to equate 
- the entire Sikh politics as secessionist; all the more pernicious because this 


fear was played upon in the wake of Mrs. Gandhi’s murder and the large 


scale massacre of innocent Sikhs. The entire opposition was also dubbed 
as colluding with the secessionist Sikh politics. In fact, playing upon 
this theme was itself a continuation ofthe ruling party's efforts to erase 


the distinction between the extremists and others in the Sikh politics by. 


a machiavellian use of the crisis in Punjab society. By giving a nationalistic 


twist, this tactic was useful in gathering the growing Hindu backlash in. 


favour of the Congress! Such. tactics complicate the problem, including 
its communalisation given the “specificities of Punjab and in a general way 
creates the political space for imperialist manipulations. 
Тһе problem in Punjab as it has crystallised is neither a case of 
- communalism of a simple sort nor опе of regionalism in a straightforward 
sense. It represents much more а tangled and twisted intersection of both 
these currents. Іа ts latest manifestation it is a forced coming together 
of these strands conditioned as much by party political manipulations as by 
the nature and organised forms of state power in India. ~ 
Regional movements in India have generally been understood in 
"terms of regional unevenness of modern economic developments. Given 
the distinct linguistic- | ; 
assertion has also assumed varying dimensions of the national question in 
India. In the case of Punjab the known formulations seem inadequate for 
two reasons. First, unlike in Andhra or Tamil Nadu earlier or West 
Bengal, the, demand for state autonomy had remained more or less con- 
fined to one particular group, those Sikhs who supported the Akalis. 
Hindus in general have been either satisfied with the way things are or 
have been openly hostile even to the secular. demands raised by the Akalis. 
the regional-cum-state autonomy issue in Punjab was not due to 
nd in terms of regional unevenness as such or Punjab 
slipping behind other states over time asis the case with West Bengal. 
That is why looking at regionalism as a struggle due to slow or uncertain 
development is only partially true and a simplistic explanation. What has 
to be gone into for an explanation of such movements. is the totality of 
development and the gaps within it. But a mode of explanation predicat- 
ed on lag factors has been so widely and uncritically accepted that it 
has caused baffled responses even among the politically informed when a 
region like ‘Punjab or a community within it such as Sikhs enjoying such 
an advantageous position gets in the forefrunt of raising such demands. 
It is a well known fact that Punjab is the richest state in India with 
the highest per capita income anda growth rate which has been well above 


Secondly, 
Punjab lagging behi 


cultural character of the various regions, the regional . 
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the all India averge. This remains so if we look at the proportion of 
perenially irrigated land, tractors per 100,000 hectares of land, fertilizer 
consumption, electrification, etc. АП this prosperity is accounted for by 
an unprecedented growth within agriculture. Towards this, a major 
contribution has been made by massive public investments. Іп fact, for 
a long time even before Independence, Punjab hzd received a dispropor- 
tionately high percentage of state investment іп the creation of irrigation 
facilities and other fixed capital assets.? 

Discriminations against Punjab by the Centre asa unqualified 
assertion is therefore hard to sustain. This would remain so even though 
it has lagged way behind in industrial development as compared to many 
other states. The Annual Survey of Industries data show that it does not 
figure among the top industrial states of India. | 

However, given these facts, the rulers in India have succeeded in 
generating a strong and widespread feeling in the country, especially so in 
northern India, about the Sikhs in generalasan irrational, sectarian and 
bloody minded people; a feeling about the entire community as extreme 
communalists out to destroy the fabric of Indian unity. The latter day 
tactics of marauding armed Sikh fanatics owing allegiance to Bhindranwale 
and the ineffectiveness of the Akalis to effectively combat these or of 
sections of Akalis succumbing to extremist pressure has also come in handy 
for the national leadership to muaas popular understanding of the 
problem. 


Causalities and Manifestations 
The transformation of the political conflicts іп Punjab into a com- 


, plicated and dangerous communal tangle is tied up with two distinct 


types of causal factors and the interaction of their consequences. First, 
the green revolution in Punjab has given rise toa tange of social and 
political implications, as distinct from economic contradiction, and secondly, 
the entangling of these implications with the increasing centralisation of 


` state power in India. Interestingly, the abnormally rapid pace -of centr- 


alisation of state power in India under Mrs. Gandhi’ coincides with the 
beginning of the consolidation of the results of the Green Revolution in 
Punjab and also the formation ofthe Sikh majority Punjab state a little 
earlier. 

Out of this, three distinct layers of discontent and potential conflicts 
formed within the Sikh community in general but each one of which has 
been more pronounced within certain classes or strata. In the making of 
the present crisis all of them coalesced. To enumerate only at this point, 
first, there was the slow development and jelling of bourgeois aspiration 
among the landlords and the upper stratum of the тісі peasants—an urge 
to grow and expand continuously. Such is generally the case with all 
bearers of capital, more so productive capital. Secondly, the maturing of 
contradictions between the landlords and rich peasants on the one side and 
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the poor peasants and agricultural labourers among: Sikhs оп the other and 
the efforts of the dominant Akali leadership to control the political 
consequences of these for their domination. Thirdly, a dislocation and 
weakening of the unifying basis of religious ideology and its hold over the 
Sikh masses particularly those belonging to the younger generation in 
urban areas. 

Due to the excessive centralisation of state power and the choking 
of political processes and economic decision making, none of these layers 
of discontent and potential conflict could work themselves out within the 
sphere of state politics. Instead they got tied up asa problem for which 
the centre was held responsible. 

The bourgeois aspiration is a natural outcome of the relatively 
thorough going capitalisation of agriculture in Punjab. This has given rise 
to a relatively large accumulation of capital in the hands of landed gentry 
which is largely Sikh. Capital in whichever hands cannot remain static. 


It is a truism that it must grow and continuously expand. Whatever comes · 
іп the way of the potential expansion of capital has either to be swept . 


away or the bearer of capital comes into different degrees of conflict with 
forces seen to be obstructing its growth. 

In the case of modern industry, however pronounced the overall 
stagnation of the Indian economy, the big capital has continued to grow. 
The case of big commercial capital in trade and commerce or in the sphere 
of circulation іп general has not been too different either. Тһе bearers 
of big capital in industry and trade have therefore less of a reason to be 
discontented. 

The same cannot be said of the capital іп agriculture in Punjab or 
elsewhere. It could have grown ав in industry in one of the two ways 
under conditions of unrestrained capitalist growth. The first route could 
have been the unhindered expansion ofthe capitalist enterprise of entre- 
preneurs in agriculture as it had happened in U.K. or Russia. This 
would have meant a continuous expansion in the size of holdings of the 
more enterprising farmers and the consequent collapse of the differentia- 


tions among the peasantry along the poles of landlords and agricultural . 


labourers. This route has however been forcclosed in India by the land 
ceiling legislations and other land reform measures for the protection of 


small holders and tenants and also by the efforts of the democratic move- * 


ment especially the left streams within it to fight and curb the power of 
landlordism and to protect the vulnerable sections of the peasantry. The 
success of certain individual capitalist farmers to break through the 
obstacles imposed by law or popular movements does not however inval- 
idate the above point. For the class as such the option of continuous 
expansion in the scale of operations of the capitalist farmers has become 


historically a closed one. Alternatively, the large-scale and massive entry: 


of the surplus agricultural capital into the spheres of industry or trade and 
commerce or banking could have been the other way out. The slow pace 
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of industrialisation in general (but conditioned as much in Punjab by the 
historical “disjunction”? between agricultural and industrial development) 
did not allow for such an eventuality, except perhaps in a small way in 
regions like what is now Tamil Nadu or Andhra Pradesh. In Punjab in 
particular the non-availability of openings for the expansion of the capital 
formed in agriculture has had far reaching consequences for the activation 
of certain elements of the inherited social cleavages. 

To get to the repurcussions of this, it may be useful to pause briefly 
and take note of certain features of the modern manufacturing sector in 
Punjab. This will highlight one contradiction of the developing capitalism 
in Punjab’s agricultural economy. Development of capitalism in agriculture 
pre-supposes the overall development of capitalism. Full development of 
agriculture on lines of growing capitalist enterprise requires, apart from 
technological leaps, extended reproduction, real subsumption of 
labour and absorption of labour power released from agriculture. 
Otherwise there can be a persistence of and reversion to semi-feudal 
relations in production and social practices associated with this, We will 
see later how the growing aspirations among the various classes can get 
deflected and distorted into channels that represent the most disruptive and 
divisive aspects of pre-capitalist ideologies based on caste or religious 
communities. 

For the purposes of this argument, three aspects of the modern 
manufacturing sector in Punjab stand out as of striking importance. First, 
there is an overwhelming preponderance of small industries in Punjab 
without much of product diversification. This remains so in spite of the 
fact that the sphere of large and medium industry has increased slowly from 
38.25 per cent in the early 1970s to 48.56 percent by early 198079 in the 
total volume of industrial production. This small industry producing 

` mainly woollen textiles, hosiery, cycles and cycle parts, (small) agricultural 
implements, some machine tools, steel re-rolling and sport goods is also 
largely concentrated in Ludhiana, Jullunder and Amritsar; that is, of a total 
of 42,000 units in 1980, 67.7 per cent were concentrated in these districts 
providing 73.6 per cent of the employment in this sector. Moreover the 
share of these industries has been going up in the total value added by the 
small scale sector; up from 78 per cent to 91 per cent between 1973-74 to 
.1979-80,11 

Secondly, industries that have grown relatively rapidly are largely 
made up of those that depend for the supply of. raw-material from outside 
the state and the demand as well for the bulk of their products is also from 
outside the state. Let us for example take tractors— most intensively 
used in Punjab?—which are made outside Punjab but a number of 
accessories like ball-bearings, etc., are made in Punjab and sold to firms 
outside; or, take steel castings an input imported from outside but steel 
ingots, a product, is mostly sold outside. Taking Punjab's pattern of 
consumption, local production is not enough except іп food and woollens 
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textiles, Everything else Punjab gets from the rest of the country or 
abroad. In short, both the backward linkages (supply side) and forward 
linkages (demand side) are very weak in the industrial structure of 
Punjab. 

In the traditionally industrialised states like Maharashtra or Bengal 
and also Gujarat to a large extent, these linkages are much more localised. 
The same is the care in the states which industrialised rapidly in the post- 
independence phase like Andhra Pradesli or Karnataka. Perfect autonom- 
isation or localisation of production is never possible in a single economy 
but more and more intensification of localisation is both possible and has 
taken place in may regions of India. 

Thirdly, curiously those industries based оп processing agricultural 
raw material are very few in Punjab although the availability of many 
such inputs is in abundance; viz., sugar, oil seeds, long-staple cotton, etc. 
In fact, sugarcane production has shown a long-term downward trend? 
because of the lack of milling capacity “as sugarcane cannot be easily 
procured over long distances as cotton or oil-seeds can be. 

Finally, over and above everything else, one significant feature of 
Punjab economy seems to be the low labour productivity in the modern 
manufacturing sector. It has been calculated to be only 77 per cent of 
productivity in agriculture as against 225 per cent in India as a whole.!^ 

Along with the historically inherited disjunction between industry 
and agriculture noted above, one important reason for the lop-sided 
development of industry in Punjab seems to be the nature of the "industrial 
licensing system” controlled by the big bourgeoisie, an aspect ofthe 
centralisation of state power in India under its leadership. Taking note: 
of this aspect is not arguing for de-regulated industrial licensing but against 
its regional bias; for example, one can ask; why does not the Indian 
government give the Haldia petro-chemical complex, to West Bengal ? 
Similarly, but in a different vein, now that the government is trying to have 
big industry in Punjab itis doing so under the non-Punjabi bourgeoisie. 
Any combination ofa few Punjabis could,perhaps, float the capital if the 
centrally controlled financial institutions could guarantee their ventures by 
financial participation; if this happens even the share market may respond 
favourably to raise capital. The sprinkling of up-and-coming Punjabi 
bourgeoisie is potentially capable: of growing big in industry but it is not 
becoming 50. 

In the face of the centralisation argument, the upshot of all this is 
that Punjab lags behind in industrialisation and Punjabi bourgeoisie lags 
further behind. Even at the level of trade and marketing of food-grains 
and more so in the case of cotton, the pan-Indian trading-merchant capital 
gets a red carpet treatment in Punjab; often by design the Cotton Corpora- 
tion of India is beaten by traders from Kanpur in reaching the market. 

While in the case of agriculture the Indian state went all out to 
develop capitalism in Punjab with all the investment as well as incentive 
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and patronage, when it comes to industry the state does not or cannot 
supportlocal bourgeoisie at the cost of monopoly or pan-Indian bour- 
geoisie. 

Within this limited economic space, further restricted by the stagnant 
national economy, monopolistic networks, (not necessarily monopolies in 
the technical sense) in trade and commerce or industry have a decided 
advantage. Within this space, the regional non-big Hindu bourgeoisie 
enjoys a distinct pre-eminence by the fact of near complete control of trade 
and commerce and industry. With the growing availability of money- 
capital among the capitalist farmers and the consequent rise of bourgeois 
aspirations, the competition within the non-big bourgeoisie gets sharper. 
Given its control of the monopolistic net-works in the context of limited 
economic opportunities, the Hindu non-big bourgeoisie gets the better of 
the situation with the result that the entry of the new aspirants gets 
blocked. In asituation of unlimited growth opportunities, it may be 
possible to break the hold of such monopolistic networks strengthened in 
the Indian situation by their family and caste linkages. Due to the com- 
munalised nature of economic opportunities,” the contradictions of the 
Hindu non-big bourgeoisie with the pan-Indian monopoly capital does 
not become political ; in other words, this non-big section of the bour- 
geoisie goes on supporting the monopoly bourgeoisie which controls the 
Indian state. 

It is important to point out here even if as a digression that all this 
divides the potential of the democratic movement. The monopoly bour- 
geoisie gains out of it and the bourgeois-landlord state tries to manipulate 
the situation to gain short term political advantages as it has always tried 
to up to the very recent times. And by the different modes of interven- 
tions that such a situation provides, imperialism also gains a foothold. 
The non-congruence in this situation arises out of the fact that whereas 
the bourgeois state tactically strengthens itself by dividing the people and 
deflecting their discontent and thus disrupting the democratic movement, 
the growing manipulative flexibility of imperialism and its underlings like 
the military rulers of Pakistan weaken the basis of the bourgeois state. The 
dilemmas—the vacillations and nervousness—of the national political 
leadership in charge of the state in a such a situation generate a peculiar 
indecisiveness fo act with clarity and purpose. Those times have gone by 
when the ruling classes could play up the divisive cards to weaken the 
democratic movements and then hope to contain such forces of disruption 
in coalitional accommodations or through simple cooption. The deepening 
crisis and its concomitant discontents has weakened the ability of the 
state to goin for such manoeuvres and hence increased the dangers to 
national unity manifold ; they can be devoured by the frankenstein. 

The bourgeois aspirations among the Sikh rural gentry have come 
into clash with the bourgeois hegemony of Hindu traders, merchants and 
industrialists ; in other words, the growing aspirations got blocked by the 
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established hegemony. Unfortunately also the aspirations are located 
within the capitalist classes belonging to one religious community and the 
hegemony as such belongs to elements within another religious commu- 
nity. Given the restrictive practices of established groups and their mono- 
polistic control of limited possibilities, there is no easy avenue for the 
satisfaction of growing bourgeois aspirations among the rich rural Sikhs. 
The nature of the urban economy in Punjab with its various monopolistic 
control, as noted above, is such that it has not permitted the entry of 
Sikhs in а big way. There is quite some evidence that money capital is 
accumulating with the capitalist farmers but we know little about what is 
happening to it. Even the Bhappa Sikhs—the urban business “caste” 
among the Sikhs— who control some of the business and trade in Punjab 
feel their growth frustrated by the commercial hegemony оҒ the Hindu 
business castes. As an aside, this blockage of aspirations has created the 
basis of political complementarity between them and the landed gentry in 
spite of objective contradictions. It is therefore doubly difficult for the 
Jat Sikh capitalist farmers to move into these fields in a big way. In 
another state, e.g., Andhra, where both the emergent capitalist farmers and 
traders ór merchants and industrialists are Hindus, the clash between these 
two forms of capital has remained a straight-forward economic one. In 
Punjab, on the contrary, the contradiction between the merchant capital 
and the productive capital in agriculture has strong communal overtones. 
This clash between the bourgeois aspiration of an emergent class from 
among the Sikh landed gentry and the bourgeois hegemony of the esta- 
blished class groups from among the business castes has been an important 
source of simmering discontent within the rural gentry and it is to this 


section that the modern leadership, as against the ones prior to or imme- 
diately before independence, of the Akalis belongs. 


The matter is complicated when this layer of conflict and discontent 
combines with other more straight forward economic contradictions which 


have become intrinsic to the very developments of the green revolution. 
Studies have shown that differentiations within the peasantry in Punjab 
are increasing more sharply than in many other regions in India." There 
is also the tendency of a relative collapse of peasant classes towards the 
class extremes and its working out is only partially arrested by recruitments . 
in army and migration abroad. This has serious consequences for the politi- 
cal hold of the Akalis on the Sikh masses. i 

Over 1961-71 and 1971-81 the increase in the number of agricultural 
labourers is phenomenal. If we leave out migrant labour, a little over 
a third of the total, most of the agricultural labourers are known as 
Mazhabi Sikhs. While the Mazhabis are essentially labourers, they are not 
necessarily landless. A very large proportion of them are peasants—classi- 
fied in government documents as marginal: and poor. Therefore demands 
relating to agriculture are also important for this section of Sikhs traditio- 
nally hostile to the Akalis, 
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The need to keep the peasantry politically unified is therefore impor- 
tant for the Akalis along with keeping the support of other Sikhs. With 
the intensification of the crisis in Punjab, one can discern a subtle change 
in emphasis from demands relating to fertilizers and price-subsidy to canal 
water. Canal water happens to be one cheap input almost equally useful 
for all sections of the peasantry including poor peasants as well as the 
landlords. It is therefore the only one economic slogan on which the entire 
peasantry can be united ; it can also be tactically useful for the bourgeois 
leadership in pushing the wage demands into the background. But it is 
interesting to note how even such simple democratic demands get commu- 
nalised in the prevailing surcharged atmosphere in Punjab and the Akalis 
have also not been able to resist their communalisation. Let us look at 
the case of electricity and the demand for its assured supply to the agri- 
cultural sector. With the green revolution the demand for electricity has 
grown phenomenally within the agricultural sector. The share of agricul- 
tural demand on the total availability of electricity has gone up from 
6.45 per cent in 1967-68 to 38.0 per cent by 1970-71 and further to 44 per 
cent by 1980-81 with the result that the shortage of electric power has 
become serious ; shortage now is approximately 2500 plus HKwh.!® This 
has obviously necessitated rationing and "rational" distribution between 
agriculture and industry. Whenever there is а more than normal cut back 
on supply to agriculture, the cry is heard that it is to favour the “Hindu- 
bania" industrialist or when the rationing getsa bit severe for industry 
especially during sowing and harvesting periods the industrialist would 
grumble that the state pampers the Sikhs because of their agitational 
tactics. None of the democratic demands have remained free of such com- 
munal twists ; the communalisation of the language issue by the Hindus 
is too well known to need recounting here.” It is here that the left has 
not been successful in intervening decisively in the situation. As far as 
the present crisis is concerned it may be partly also because, in the early 
1980s, the left, perhaps, overestimated the democratic potential of the 
Akalis. 

The dominant leadership has also created a great deal of sectarian 
ambiguity about migrant labour vs. local labour as the class needs of 
different peasant groups concerning migrant labour are not necessarily 
compatible.” It has therefore been useful to play it upas a question of 
Hindus vs. Sikhs and demand disenfranchisement of migrant labourers 
rather than allow it to emerge as a wage question. Along with these, there 
has also been a growing recourse in a rhetorical way to religious demands 
although there is a noticeable gap, and this needs to be carefully noted to 
discern the class nature of Akali politics, between the issues being negotia- 
ted and slogans used to mobilise the people. Given the religious and caste 
composition of the peasantry, the Slogan of Sikh political rights acquires a 
political potency. Appeals to the religious sentiments of the peopie come 
in handy for the leaders to unify the entire community under their leadership 
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as it simultaneously helps them to push the agrarian contradictions 
within the peasantry into the backgroundas of lesser significance in the 
subjective consciousness of the people. Two trends in Punjab society 
strengthen the appeal of religious slogans. One of these is economic in 
nature and the other more of a sociological character. 

The working out of the logic of. Green Revolution has now reached 
a point where returns on further additional investments of capital are 
slowing down. Evidence shows that capital deepening has been much 
faster than productivity growth and the difference between the two has 
been the highest in Punjab. This has obvious implications for the different 
sections of the peasantry in Punjab. In the earlier phases of the Green 
Revolultion all sections of the peasantry gained out of the new agricultural 
technology although very differentially. But it is now becoming more and 
more difficult even for the better off peasants to profitably invest additi- 
onal amount of capital required to maintain or increase the level of 
agricultural productivity. The plight of the poor peasants has been 
decidedly worse and has been discussed already.?? 

Along with this swelling of the ranks of poor peasants, their growing 
mpoverishment, growth in the number of agricultural labourers together 
with brutal forms of semi-feudal exploitation of migrant labour in the 
recent period another devastating development in Punjab society has been 
the contraction in employment opportunities. It has been reported that 
figures in the category. of educated unemployed are higher in Punjab than 
the All-India average.24 Also the magnitude of unemployment among the 
educated works out to be higher than among the labour force іп general. 
This has not been without consequences both in the political articulation 
of the generalised discontent as well as the ease with which the extremists, 
have created an appeal among certain sections of the population. 

Precisely because of this, two interrelated issues have been raised in 
an ейһег-ог manner. There has been a noticeable and increasing demand 
for free-trade in agricultural products, even among the middle peasants. 
If the American wheat sells all over why cannot ours, such seems to be the 
refrain. If you cannot grant us free-trade then give us higher subsidies. 

Неге we find an interesting analogy with the big bourgeoisie. The big 


bourgeoisie after accepting the dominant role of the public sector now ` ` 


wants greater freedom. What it wants for itself, the big bourgeoisie cannot 
give to the other partners in the ruling class alliance. This analogy also 
highlights the contradiction between monopoly capital in industry and 
capital in agriculture. what it wants for itself, the big bourgeoisie cannot 
give to agricultural capitalists because wage-good prices, etc., come in and , 
thus involve the question of working classes and salaried strata. Therefore 
the same demand—optimum return on capital—when it emantes from 
two diffirent sources, the monopoly capitalists and the agricultural landlords, 
cannot be simultaneously fulfilled for both. In а certain way this is the 
inevitable outcome of a crisis-ridden capitalism and thus, among other 
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things, to manage the political fall-out of this contradiction, centralised state 
power appears necessary. Regional responses, given the specificities, vary 
form one region to another. 

The peasantry in Punjab being what it is, it is not difficult for the 
dominant section among the peasantry to combine the economic demands 
with slogans about religious rights. We therefore have the paradoxical 
phenomenon when the most modern demands of the peasantry like chea- 
per electric power for irrigation or low input prices and high output 
prices have gone hand in hand with the obscurantist slogans of religious 
privileges for Sikhs. In Andhra, the Telegu Desam has remained an all 
people's movement. The Amra Bengali movement in West Bengal has not ` 
made any impact. Each situation has been determined by a wide range of 
factors including the history and strength of the democratic movement. But 
in this history itself, as also in the present situation, the differential nature 
of the development of the economy of a region and its impact on the posi- 
tion of different communities has contributed towards the emergence of a 
relatively distinct sociology of protests and mobilization within the region. 

The rapidity and pervasiveness of economic transformation and high 
rates of migrations of Sikhs in Punjab have contributed to the contrary 
tendency of the weakening of the hold of religious observances, considered 
to be very important for Sikh identity. Revivalist movements always 
attempt to build fortresses against such disruptive influences of modernity. 
In a curiously understandable way both modernity and lumpenisation or 
aimless hedonism get equated as being identical. The importance of physical 
appearance for communal identity among the Sikhs and the significance of 
this appearance as the symbol of the protest embodied in the Sikh religion 
and its fighting past history have a great deal to do in this collapse and 
conflation of identity and physical appearance. In Punjab this too became 
an important layer of ‘discontent among sections of the community, 
Fundamentalist preachers—as Bhindranwale was to begin with—step into 
this space and try to re-establish the pristine purity of the community. 
These revivalist appeals in such situations also try to play up the religious 
undertones in the political situation. Bhindranwale, before he was catapul- 
ted into political prominence to subvert the Akali movement and to 


7 disrupt the growing Sikh identification with issues of state autonomy, re- 


presented this layer of discontent. There has however been a serious flaw 
in the way the Akalis have posed the problem of state autonomy”. Even 
when they raise the most democratic demands, they do so in the name of 
the Sikhs and the discriminations against the Sikhs rather than in the name 
of Punjab or peasantry as such, as the other state autonomy movements have 


` been doing. The Panth in danger, even when the river water issue is involved 


is not an unusual cry. The “theo-political’’?’ overtones have become a source 
of serious doubts about the democratic credentials of the Akalis’ and been 
partly responsible for keeping democratic minded Hindus away fromtheir 
agitations. The same limitations marked the way the Akali Dal tried to fight 
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fundamentalism of the sort represented by Bhindranwale or the demand for 
Khalistan. The harping on religion and religious demands, the communa- 
lised presentation of democratic demands, the theo-political ideological 
postures strengthened the ideological basis of fundamentalism. Such a mode 
of articulation reinforces the role of religion in politics and thereby weakens 
the democratic-secular basis of struggle for popular demands. In this merg- 
ing of secular-democratic demands with'claims of religious privilege, the 
continuing links and dependence of Akali Dal on Shiromani Gurudwara 
Prabahdhak Committee (SGPC) bas been a crucial conditioning factor. 
It has by now been so well-researched that it needs no reiteration in details 
to say that the Akali Dal depends both for its organisational muscle and 
financial strength on the SGPC. The Jathedar remains a key figure at the 
grass-root level in uniting the two organisations however clear may be the 
functional separation at the different higher levels of their working”. 
Such a politics and the ethos it creates is always conducive to revivalist 
appeals or fundamentalist postures especially when generalised discontent ` 
deepens, as has been the case in Punjab. This together with the machia- 
vellian use by the ruling party of factional differences in Punjab politics” 
has helped in the rapid enlargement of the role of fundamentalists which 
is analogous to that of the “Ayatollahs” but has little to do with anything 
intrinsic to the Sikh community. 

Centralised state power with its dictatorial tendencies and manipul- 
ptive inclinations changed the very direction of causal chains emanating 
from economic and social contradictions within Punjab. None of these 
contradictions could work out within the sphere of state politics. It is 
possible to conjecture that given a much .greater degree of power with 
states for effective policy formulation, economic decision-making and 
resource mobilization issues like declining profit with the ‘working out of 
the logic of Green Revolution need not have become a problem involving 
centre-state relations. Or, the contradictions among the peasantry could 
not have been deflected so easily away from state politics as an issue invol- 
ving discrimination against the Sikhs by the cenire. It is conceivable 
that the different layers of discontent may not have necessarily coalesced . 
and would have remained as parallel layers within the state poltics. Their 
coming together has been the cause of the problem assuming the shape of 
distorted nationality demands of a communal chauvinistic nature. It is 
therefore important to distinguish between manifestations and causalities 
in understanding crisis situations. 

In much of the existing analysis these distinctions have not been 
drawn and the manifestations and causalities have been collapsed togther 
simply as “factors” in the making of the crisis. 

It has become the unfortunate fate of the left movement in situations 
of retarted capitalism in multi-national situations, that it has to concentrate. 
on fighting the manifestations. The causalities are built into the laws of 
operation of retarded capitalism and to reverse them is to fight the very 
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system—the source—from which these causalities emanate. It is exactly 
this that makes the destiny of the national unity tied up with fighting and 
overcoming these manifestations. 


Consciousness and Postures 

Many readers may wonder about the fact that I have not said anything 
about the historical evolution of Sikh politics, which -over the years has 
been an important area of inquiry. This has been deliberate. I strongly 
feel that most of the past history of Sikhs is not very relevant in under- 
standing the contemporary crisis in Punjab.? It seems to me that the 
relevant history in understanding Punjab today is of the recent making. 
lam quite aware of the very important role of Singh Sabha movement 
from 1880 onwards to the Gurdwara movement in 1920s in the formation 
and deepening of Sikh identity. For the sake of argument in this paper, 
one thing about the problem of identity on the level of social collectivities 
should be made clear: I strongly believe that periods that become unsettled 
times for communities push questions of identity to the forefront. The 
prolonged impact of the British rule resulted in the disintegration of the 
material life processes of society and interna] dislocation of religious belief 
systems. This led also to a breakdown of the unity of secular and religious 
spheres of life of the people—a unity so important for most of the religions 
in India; as they did not have any dictum like “render unto God what is 
God's and unto Ceasar what is Ceasar’s.” The existing doctrinal systems 
of religious thought could not provide answers to the needs and urges of 
the people and the qualitatively new problems posed by these unsettled 
times. The inability of the then existing doctrinal systems to unify and give 
meaning to the experiences or urges of the people resulted ina sense of 
rootlessness and spiritual vacuum. All this called forth a search for new 
answers. The obsessive concern with questions of identity was in part an 
outcome of this, in the form of both reform and revival movements; in fact, 
revivalism and reform often got fused together helping the British to play 
their divide-and-rule game. 

What was happening among the Sikhs during this period was nothing 
very specific?! Similar movements of revival were taking place among all 
religious communities —Hindus and Muslims—leading to parallel trends of 
revivalism and communal exclusiveness along with growing participation 
within the national тоуетепі Ош of the multiple traditions and 
legacies of different communities rival claims were being made on the 
consciousness of ordinary people by different sets of leaders or the same 
leaders at different points in time depending on the issues on which they 
wanted to mobilise people orto disrupt alternative mobilisations. It is 
important to remind ourselves of this development because of the general 
tendency of a great deal of academic analysis to reach out for 
historical roots of crisis situations. This is often done in isolation from 
the global developments in society, leading to a sort of reductionism based 
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on history. What was happening during that phase of our national his- 
tory was an effort at anew self-definition on the part of the various 
religious communities; Sikhs were not alone in that quest. The period of 
the Singh Sabha movement is also the period of Dayanand—Arya Samaj, 
Vivekanand—Rama Krishna Mission, Sir Syed Ahmad Khan~Aligarh 
movement and so on. To singlé out Sikhs and the Singh Sabha or Gurda- 
wara movement as the determinant of the present crisis is historically 
myopic, just as to point to these other developments in our society is in 
no way a defence of the extremist trend among the Sikhs. The terrain of 
discourse in all these movements at re-definition involved questions both 
of theology and identity. But given the pervasiveness of the unifying 
influences at the popular level of the national movement and the hopes of 
renewal that it generated, the period was also punctuated with efforts at 
accommodation. The national movement itself tried to build as many 
coalitional bridges as were practically possible. Therefore the Gurudwara 
movement or the Khilafat agitation could become part of the anti-imperia- 
list struggle and not simply a sectarian effort at self-assertion.®® 

. Today what is happening in the context of deepening crisis and а 
sense of exasperation, in contrast to hopes of renewal, is also an effort at a 
re-or self-definition on the part of various religious communities. It has 
become a disruptive phenomenon threatening national unity because of 
party-political manipulations by the ruling classes, іп a situation of hopeles- 
sness, to gain short term advantages. Instead of the all-peoples unity 
which the national movement strove for, today the ruling classes attempt 
to divide the people to stay in power. This narrowed perspective of the 
ruling classes today gives rise to confrontation instead of accommodation, 
disruption of people’s unity instead of coalition-building—however fragile 
it was even at that time. Itis precisely in this socio-political space of 
uncertainty and directionlessness among the people that imperialism steps 
into destabilise the situation to enhance its bargaining position; or how 
else can it compel you to exchange livelihood for technology, jobs for 
efficiency, robots and automation for shrivelled labouring hands, etc., in 
short, forcing India into a dependent interdependence on world capitalist 
economy. Тһе mode of political activity of the ruling class leadership is 
not, in one important sense, very different now. Depending upon their ` 
interests at specific moments they try to captere the imagination of the 
masses by selectively appealing to these traditions and legacies. Blatant 
recent examples of allowing wrong issues to grip the minds of the people 
are the compromises entered-into with the most irrational elements of 
orthodoxy in different religions. Or, how else сап we understand the 
Muslim Women’s (Protection) Bill or the handling of the situation arising 
out of the Ramjanmabhoomi~—Babari Mosque episode ? While increasingly 
encouraging and compromising with the orthodox elements in different . 
communities, the state has also tried to balance various communal forces in 
an ongoing unstable balance of power. If the Muslim communal opinion 
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felt upset with the Babari Mosque episode then it should be placated with 
Muslim Women's Bill. 

This type of commual politics gives rise to, ав happens in riots, a 
process of politics in which common people dissipate their energies and are 
then left to fend for themselves іп healing their wounds. Obviously there- 
fore there will be little time or energy with them to think and work to- 
wards solutions of issues located in social needs. It is anti-emancipatory 
process. This process is however not without its uses for the ruling 
classes when their legitimacy is in decline. It is worth pondering whether 
the new shifts in the economic and education policies with all their 
emphasis on technocracy and managerialism could be made to go down in 
society without the corrosive influence of divisive politics we are now 
witnessing inthe country. Itis precisely here that the Punjab crisis with 
its wide repercussions across the country, especially those of creating fears 
and apprehensions, insecurity- and neuroticmilitancy among the Hindus, has 
serious consequences for the country’s politics. By insulating the ruling 
classes and their political representatives from the pressure of democratic 
demands, it has allowed themto smuggle in more and more the prescrip- 
tions of the IMF and World Bank and invite the MNCs as a panacea for 
the economic ills of the country. In the same way as divisive politics is 
useful to the Indian ruling classes so is the weakening and destabilisation 
useful for imperialism. Imperialism will therefore like to keep Punjab 
burning since no other issue has had such a deep impact since independence 
in dividing the Indian people on communal lines. It is therefore important 
to see the Punjab issue not in isolation but in its implication for the 
way it has helped the ruling classes to re-structure power in the entire: 
country as well as its international dimensions which benefit imperialism. - 

The practical consciousness of man—consciousness reflected in his 
day to day activities and politics—can be understood in terms of memory, 
attention and expectation. Within the subjectivity of the people they form 
awhole. The present attention of people, not the scientific historical 
understanding, stands as the boundary between the (active) memory or the 
subjectively relevant past and the expectation of future. Whatever becomes 
"ог is made to become the object of attention generates a particular pattern 
of memory and conditions the practical consciousness of the people. 

Popular consciousness, therefore, at any particular time, is a selective 
entry, subjectivity as a concrete whole is never coterminus with history. If 
all past events and their interrelations could become objects of attention 
then there would not be any subjectivity ; consciousness would become 
totally objective. In understanding the responses of popular mind it is 
therefore crucial to understand the determinants of "selectivity" ; in other 
words, how the présent attention gets concentrated upon certain events of 
history and not on other. Why do most of the political formations among 
Sikhs harp upon the “glorious” tradition of combating the Delhi durbar ? 
And why did they talk more of the traditions of Sikh-Hindu unity in the 
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late sixties or seventies. The Kooka and the Ghadar movements are as 
much a part of Sikh history as are those being talked about by the “ехіге- | 
mists" and encouraged by the imperialists. 


This (partially) determined nature of selectivity gives an infinite 
variety to history in popular notions and gives to human intervention the І 
key role іп shaping human destiny, both іп the short and the long run. 
Bhindranwale's successful intervention to the glee of imperialists, let us 
hope in theshort tun, and the relative failure of the others has to been 
seen in this perspective. Having said this about the success of extremism 
in causing massive disruption, I would like to emphasise one feature of the 
communal situation in Punjab. The two communalisms—Hindu and Sikh— 
are pointed in two different directions. Apart from the extremist fringe 
among the Sikhs, Sikh communalism is, on the one hand, directed against 
the Centre and, on the other, its various factions are trying to punch each 
other low. The Hindu communalism, in sharp contrast, is squarely 
directed against the Sikhs. This poses a grave threat to the future 
of communal amity in Punjab. Together they represent, in equal 
measure, the major obstacle to the emergence of a Punjabi nationality. 


Conclusion 


Who then wants Khalistan ? From the foregoing analysis it would 
seem reasonable to infer that none of the classes from within the agrarian 
economy would gain anything out of Khalistan. Nor would the very few 
substantial industrialists or traders among the Sikhs benefit in any way, 
they being so well integrated within the pan-Indian market. We cannot be 
sure about the smaller but ambitious commercial or industrial bourgeoisie 
among the Sikhs. This may be so perhaps also about the misguided 
sections of youth and educated unemployed. Stray individuals too from 
any class may champion Knhalistan. One group one can be certain about 
is the foreign based Sikh bourgeoisie. 

But then extremism сап have more extensive social roots and wider - 
ideological appeal. The unemployed youth, especially the educated, can 
get drawn in, as alienation and lack of stakes can drive them into despera- 
tion. Criminal networks, more so the smugglers, because of the comple- 
mentarity with Khalistanis created by links with Pakistan, can benefit out 
of conditions created through extremism. Moreover aimless militancy and 
violence has deflected the infantile adventurism of the ex-naxalites into the 
cause of extremism. 

Where then can the aspiration for a unified, secular Punjabi nationa- 
lity be found ? Within the given social formation in Punjab, neither among 
the main social classes as yet, nor among the major religious communities 
and the important bourgeois political parties. Perhaps only among the’ 
enlightened sections of the intelligentsia in addition to the communist 
parties which have been the only organised political force struggling to see 
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such a possibility realised. But then they are too weak to turn the situa- 
tion decisively. Herein lies the present tragedy of Punjab. 


The author has benefited immensely from discussions with Kumaresh Chakravot ty, 
Rajender Singh Chauhan and Mchar Singh. Needless to say, none of them аге 
responsible for the views expressed here. 


1. There are however many works which are exceptions to this remark. 1 consider 
works on the recent crisis by Harish K. Puri, “Тһе Ака! Agitation : An Analysis 
of Socio-Economic Bases of Protest," Economic and Political Weekly (EPW, 
henceforth), January 22, 1983 ; Sucha Singh Gill and К.С. Singhal, “The Punjab 
Problem : Its Historical Roots" (EPW, April 7, 1984; Сора! Singh, “Ѕосіо- 
Economic Bases of the Punjab Crisis," EPW, January 7, 1984 as ones avoiding 
one-sided treatment. There are many other works on the present crisis which are 
full of very useful insights, viz., A.S. Narang, Storm Over Sutlej (New Delhi, 
1983), М.Ј. Akabar, India : The Siege Within —Challenges to a Nation's Unity 
(Penguin, 1983), Pramod Kumar et al, Punjab—Crisis ; Context and Trends 
(Chandigarh, 1984) ; among others. Paul Brass, Language, Religion and Politics 
in North India (Cambridge, 1974), Part 1V, is an indispensable reading. 


2, This point has been most persistently and incisively argued by Rajni Kothari. 
See his recent, "The New Face of Democracy’ in Amrik Singh, ed., Punjab іп 
Indian Politics : Issues and Trends (Delhi, 1985). Kothari has been ably doing 
so since he wrote, ““Тһе End of the Era," Seminar, January 1976. While agreeing 
with mostof his observations, I think there is a great deal to argue about the 
causes of these. 


3. The class character of the Akali Dal,in spite ofthe fact that it continues to 
claim to represent the Sikh community іп the same refrain, has undergone 
important changes. Prior to independence it was primarily controlled by the 
feudal elements. During the period of the popular upheavels at the time of the 
Gurdwara Movement (1920s) the radical peasant forces succeeded in ousting the 
feudal element and took over the leadership. During this period the feudal 
elements went out of it and formed a rival Central Akali Dal. However after the 
1936 period, especially after the 1937 elections, they came back in and wrested 
control ofthe party. During the pre-1950 period the feudal elements either 
controlled the party or were a strong force within it. Today however much the 
Akali Dal continues to harp on the communal aspects, they represent the class 
interests of the capitalist and capitalist oriented sections of the agriculturists in 
the Punjab society. 

4. Amrik Singh has shown convincingly how Congress has used the Panjab crisis 
for 'fnarrow" party political gains. Sce his "An Approach to the Problem" in 
Amrik Singh, ed., op. cir. (Delhi, 1985). 

5. For details of this before independence, see G. Blyn, Agricultural Trends in India, 
1891-1947 : Output Availability and Productivity (Philadelphia, 1966) ; sec also 
Amiya Bagchi "Reflections on the patterns of Regional Growth in India during 


22 


10. 


11. 


12. 


13. 


14. 


SOCIAL SCIENTIST 


the Period of British Rule," Occasional Paper No. 5, Centre for Studies in Social 
Sciences, Calcutta, pp. 38-51, published in Bengal Past and Present, Vol. XCL, 
Part І, No. 180, January-June, 1976. Seealso his, Private Investment in India, 
1900-1939 (Cambridge, 1972) ; Chapter IV. 


For the Statewise Distribution of Factories see S.L. Shetty, ‘Industrial Growth 
and Structure : As Seen Through Annual Survey of Industries,” EPW, October 
2, and October 9, 1982. According to this analysis Punjab does not figure in the 
top nine industrialised states ; p. 1667. 

Javeed Alam, “Class, Political and National Dimensions of the State Autonomy 
Movements in India,” Social Scientists, No. 111, August 1982. The above con- 
tains my detailed argument on the question of centralisation of state power in 
India. 

Т have borrowed the notion of ‘‘disjunction” from Amiya K. Bagchi, ‘Reflections 
on the Patterns of Regional Growth...” ор. cit. He writes : “... Growth of 
large-scale Industry in eastern India or Bombay did not stimulate the growth of ` 
agriculture as a whole in these regions. On the other side, growth of agricultu- 
ral output as a whole did not lead to any substantial growth of large-scale 
industry in Punjab before independence. Thus the colonial-economy imposed a 
dual disjunction between the growth of agriculture and the growth of industry. ` 
In this situation, with some exceptions, the industrial entrepreneurs of note 
emerged neither from the ranks of large farmers nor from the ranks of artisans, 
but from those of traders. . . Іп some ways the easy mobility of trading capital 
as between different field of profitable investment was also translated into a 
nobility between different regions of India. This interregional mobility of capital 
in a situation of abundance of labour in most parts of India thwarted the emer- 
gence of sub-economies in which agricultural and industrial growth stimulated 
each other. This also partly explains the failure of surplus-producing regions to 
act as nodes of cumulative industrial growth inthe period after 1939.” p. 51 
(Emphasis Added). S : 

These figures have been computed by Promod. Kumar, er al, Punjab Crisis ; 
Context and Trends (Chandigarh, 1984), pp. 55-61, see esp. Table : 12, p. 59. 

JS. Sandhu and Ajit Singh, "Industria! Development in Punjab: Some Fea- 
tures” in R.S. Johar and J.S. Khanna, ейѕ., Studies in Punjab Economy (Amritsar, 
1983), p. 137 and Table 4, p. 147. 


Ibid., p. 135. See also for this as well asfor Note: 10. R.S. Bawa and 
Parminder Singh, “Ап Analysis into the Inter District Variations in Industrial 
Development in Punjab,” PSE Economic Analyst, Vols. ІП & IV, December & 
June, 1982 and 1983. 


The number of Tractors for 10,00,000 hectares of net cultivated area in Panjab in’ 
the year 1972 was 1020. The All-India average is 104 tractors. The lowest inten- 
sity of tractor use is in West Bengal where there are only 11 tractors to 10,00,000 
hectares ; see Indian Agriculture in Brief (GOI, New Delhi, 1978). 


Statistical Hand Book of Punjab, 1982-83 (Issued by : The Ecnnomic Adviser.to 
Government of Punjab, Chandigarh, 1983). 


This has been calculated by R.S. Johar, 7.8. Khanna and P.S. Raikby, “Indus- 
trial Development of Panjab: А Study in Characterisation, Case for, and Cons- 
traints" in R.S. Johar & J.S. Khanna, op. cit., p. 171. Тһе methodology or basis 
for arriving at these figures һауе not been given, 
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It is because of the communalised nature of the control of monopolistic networks, 
not so much due to economic radicalism, that Akali Dal has strongly pleaded for 
complete nationalisation of certain key sectors of the non-agricultural economy. 
The Anandpur Sahib Resolution states : “Тһе Shiromani Akali Dal stands for 
complete nationalisation of the trade in foodgrains and as such, shall endeavour 
to nationalize the wholesale trade in foodgrains through the establishment of 
state agencies.” It states its stand on industries as follows: “Тһе Shiromani 
Ака! Dal strongly advocates that all key industries should be brought under the 
public sector. 

“It is ofthe opinion that basic consumer industries should be immediately 
nationalised to stabilise the prices of the consumer goods and to save the poor 
consumer from exploitation at the hand of industrialists and the middleman.” А 
little later itadds: "Every industrial unit beyond worth one crore assets should 
be brought under the public sector. The Akali Dal stands for progressive nationa- 
lisation of transport.” f 

Its class character as the spokesman of the capitalist landlords and rich peasants 
comes out clearly when it argues for an upward revision of land ceilings from the 
present 17 acres рег family. It states: “...the existing legislation on land 
ceiling would have to be revised and а firm ceiling of 30 standard acres per 
family would have to be enforced with proprietory rights to the actuals tillers.” 
This same class character also comes out when it states that “The Shiromani 
Akali Dal shall try to fix the prices of the agricultural produce on the basis of the 
returns of the middle class farmers. Such prices would be notified well before the 
sowing season and only the state governments would be empowered to Вх such 
prices.” The above quotes from the Anandpur Sahib Resolution are the official 
one released by Giani Ajmer Singh оп 1 August 1977 as the Draft of the New 
Policy Programme of the Shiromani Akali Dal (Amritsar, 1977). This resolution 
was originally adopted by the working committee of the Dal at Sri Anandpur 
Sahib on 16-17 October, 1973 (Emphasis added). 


С S. Bhalla and G.K. Chadha, “‘Green Revolution and the Small Peasant А 
Study of Income Distribution in Punjab Agriculture," ЕРЮ, Мау 15 and May 22, 
1982, report that the larger farmers—rich peasants and landlords—are using only . 
a fraction of their surplus for capital formation in agriculture itself. There is 
little evidence of what is happening to the huge surpluses nor any evidence of 
large-scale, house construction or investments in industry, р. 832. 


Studies have shown that there is a strong tendency within Punjab agriculture 
towards a collapse of differentiated peasantry around one of the poles. There has 
been an enormous increase in the number of poor peasant between 1961 and 
1971. The number of those with holdings below 2.5 acres has gone up from 6.19 
per centto 37.68 per cent. Likewise the number of agricultural labourers has 
shot up from 17 per cent in 1961 to 38.26 per cent in 1981. This tendency towards 


` the collapse at the poor peasant extreme of differentiation is also revealed in the 
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distribution of assets with the top 10 рег cent of the households owning 76 per 
cent of the assets whereas the bottom 70 per cent owning only 6.94 per cent. 
Data taken from Statistical Hand Book Punjab (Issued by the Economic Adviser 
to Government, Punjab) ; R.S. Johar and Parminder Singh, "Agricultural Deve- 
lopment in Panjab since 1966-67" in R.S. Johar and J.S. Khanna, eds. 
Promod Kumar et al., op. cit., and G.S. Bhalla & С.К. Chadha, op. cit. 


See the above “ore. 


› Op. Cit., 
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These figures have been reproduced in K.S. Gill, “Agricultural Development 
in Punjab” in R.S. Johar and J.S. Khanna eds., op. cit., Table : 7, p. 30. 


The most detailed treatment of the language question and its communal over- 
tones is available in Paul Brass, op. cit., pp. 286-98. 

For a brief summary of the position of various peasants classes on Migratory 
Labour see Promod Kumar, et al., op. cit., pp. 84-86. 

Kumaresh Chakravorty. “The Burden of Modernisation,” Financial Express, 
February 9, 1983. 

G.S. Bhalla & С.К. Chadha, op. cit., point out that marginal and small peasants 
are incurring deficits, if we take the mean. The small peasants at best break 
even. They also detected a decline in relative productivity of the poor peasants 
which is being made up by increasing cropping intensity. Increasing the cropping 
intensity for poor peasants is pcssible because of the assured supply of labour, 
being mostly family based. The overall disadvantage of the poor peasants will 
increase, under present conditions because of increasing capital intensity. Apart 
from cropping intensity, the other means by which the poor peasants remain 
viable is availability of non-farm income which, in their case is above 50 per cent 
whereas it is 20 per cent for the agricultural households as a whole (p. 832) ; to 
take an instance, “40 per cent of the cultivators at the lowest rung of the ladder 
with 16 per cent of total operated area account for 21 per cent of the total income 
from dairying. This indicates that inequalities in income from dairying are much 
milder than inequalities in the distribution of land and income therefrom” (p. 
833). The same is the case with poultry, wage-employment inside and outside 
agriculture, small household enterprises and so оп. 


. the rate of unemployment in Punjab is very high in several categories : 
commerce postgraduates, 26.4% (India, 45%); commerce graduates, 17.9% 
(India, 11.9%); arts graduates, 12.6% (India; 15.7%); arts post-graduates, 
12.3% (India, 30%); science graduates 8.1% ; (India, 5.8%) ; science post- 
graduates, 6.8% (India, 3.9%); agricultural, graduates, 6.875 (India, 11.97%) ; 
engineers (diploma), 13.1% (India, 20.2%). The categories with low rate of 
unemployment are: engineers (degree), 3.4% (India, 7.4%) ; medical graduates, 
0.3% (India, 2.2%) ; and veterinary graduates, 0.3% (India, 1.7%). The overall 


rate of unemployment among the graduates and’ engineering diploma holders is 


11.8% (India, 12.6%). It is much higher than the average rate of (usual status) 
unemployment (2.37%) among the labour force. The problem of joblessness 
among the educated is far more serious than among the labour force as a whole. 
In Punjab, the future employment prospects for the educated manpower seem 
to be even bleaker, shows that if unemployment among them is to be wiped out 
by the end of the Sixth Five Year Plan period (March 1983), the 1978 level of 
employment will have to increase as follows : commerce graduates, 89.9% and 
post-graduates, 73.575 ; arts graduates, 55.3%; and post-greduates, 35.9% ; 
engineers (diploma), 50.4%. No conceivable rate and pattern of growth could 
achieve this". K.S. Gill, *Employment and Unemployment in Punjab.in R.S. 
Johar and J.S. Khanna, op. cit., pp. 303-04. : 
The Anandpur Sahib resolution states: “Тһе Shiromani Akali Dal strongly 
opposes the demarcation of food zones and the attendant restriction on the 
movement of foodgrains. The whole country should be the single food zone.” 
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One of the more incisive analysis of the infirmities of the Akali Dal's stand on 
the issue of state autonomy is K.R. Bowbwall's, “Sikh Identity, Akali Dal and 
Federal Polity," EPW, 6 June 1986. 


I have borrowed this phrase from K.R. Bombwall, Ibid. 


Among others, see Paul Wallace, “Religions and Secular Politics in Punjab : The 
Sikh Dilemma in Competing Political Systems," in Punjab Journal of Politics, 
V. I, January-June, 1981; see also Harish Puri, “Тһе Akali Agitation...” 
op. cit. 

It is on this point that this argument departs from those who hold Congress(I) 
solely responsible for the aggravation of the present crisis in Punjab. See Amrik 
Singh, op. cit., (Note : 4), among others, for a cogent presentation of Congress(1) 
role in the building and aggravation of the crisis. 

My position here is much closer to Dipanker Gupta. See his “The Communalis- 
ing of Punjab, 1980-1985," ЕРЮ, July 13, 1985. Ido not agree with the kind of 
position which has been taken by Rajiv A. Kapur, Sikh Separatism : The Politics 
of Faith (London, 1986) where the implicit argument seems to be that each 
successive phase of the “Sikh” politics is a continuation and enlargement on the 
preceding phase. This seems to me to bea most blatant kind of reductionism. 
Kapur's work, moreover, fails to give апу new insights although it is an extre- 
mely well-researched book. 

Fora quick rapid survey of the kind of religious movement within different 
religious communities a useful reference book is Robert D. Baird, Religion in 
Modern India (New Delhi, 1981), for Sikhs specificially Kushwant Singh's two 
volume study, 4 History of the Sikhs (Oxford, 1966) is the most comprehensive" 
work and for Hindu consciousness in Punjab K.W, Johns, Arya Dharm: Hindu 
Consciousness in 19th Century Punjab (Delhi, 1976), is a useful work. 


A good balanced account of the ups and downs and the turns and twist in the 
Punjab politics with alternative possibilities at critical points is Harkishan Singh 
Surjeet, ‘“Lessons of Punjab,” Marxist, Vol. II, October-December, 1984. 


To grasp the dynamics of the process of differentiation of religious communities 
one from the other and of their unity with the striving for national independence 
is important both for avoiding: one-sided judgements as well as the creeping : 
communal interpretations. A large body of journalistic writing centered on the 
issue of Sikhs in politics has been a victim of these kinds of judgements, Fore- 
most among these has been Girilal Jain; Chief Editor, Times of India, From 
among his numerous pieces on Punjab let us take a few as instances. He writes : 
“The Akalis, let us face it, were not an independent component of the larger 
freedom movement . . . They could not be (i) For they were the products of a 
British inspired movement among the Sikhs which emphasised their separateness 
from Hindus. This emphasis was not accidental. It was part of the well-esta- 
blished “divide and rule Policy.” Тһе Akalis, of course had their problems with 
the British but these related to their view of Sikh interests ; these had nothing to 
do with India's independence." See his, "What Ails Sikh Community : Akalis 
and Intellectuals,” Times of India, August 11-12, 1986 (Emphasis added). This 
calls for comments. First, the question of collaboration with the British. If used 
in an unqualified, bland manner most of the political forces and groups and 


formations will fall ander the same judgement including those that led the Indian 
“renaissance,” 
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It has been a peculiar feature of Indian history that most of the ascendant groups 
in tbeir initial assertiveness sought the cooperation and protection of the British. 
It has not been very different with Hindus and Muslims too except for one con- 
textual difference which made the Muslim collaboration divisive and disruptive ; 
it came, unlike earlier Hindu cooperation, when the struggle for independence 
had already commenced. Sikh assertion through Singh Sabhas and Chief Khalsa 
Diwan falls into the same category. But the Akali agitation during the Guru- 
dwara Movement was different, The Akali activists drove out the collaborating 
feudal elements out of the Akali Dal and adopted unambiguous postures towards 


the freedom movement. 


Moreover, the divide and rule tactics involved efforts at weaning away whole 
communities but it succeeded with only sections of these communities and not ће. 
whole of them. More often only a small minority out of these communities be- 
came а tool for disruptive politics of the British. Such tactics undoubtedly 
aggravated political divisions but they were not the basis of differentiations. The 
success of divide and rule also varied enormously at different phases of our 
national struggle. 1920s, implied in (һе quote above, was not one the suceess of 
divide and rule tactics. In fact, radical mass mobilizations were also bringing 
people together. Later half of the 1930s witnessed the success of these policies 
as in some earlier periods. 

These types of judgements, of which Girilal Jain's piece is an example of undiffe- 
rentiated history, are instances of surreptitious communal understanding we must 
guard against if we wish to re-establish understanding and bonds among com- 
munities. Similar creeping communal postures can also be detected in an edi- 
torial which he, probably, wrote. The killing of of Hindus and subjecting them 
to terror is undoubtedly something horrible and must be unitedly fought by one 
and all. But this editorial gives to the issue a communal twist. Doing the "duty 
of Hindus” is made into a peculiar kind of “litmus test" for Akali's under 
Barnala’s leadership. It goes on: “If they prevaricate, they can have no title to 
stay in office; they will have to be dismissed . . . “Editorial,” Times of India, 
June 26-27, 1986). 
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Shocks and Instabilities in an Agriculture- 
Constrained Economy : India 1964-1985 


BASED on long run considerations, it has been argued by many that 
agriculture was the constraining sector in the Indian economy during the 
period 1953-1976. However, this paper, attempts to argue a less popular 
case : that the subsequent events are consistent with the continued opera- 
tion of the same constraint. The paper is organised as follows : Section 2, 
reviews the performance of the Indian economy, paying particular attention 
to three major periods of shock, identifying the stabilisation policies 
followed in each case. Section 3, examines changes in income shares 
with a view to characterising the major processes at work. In Section 4, 
I first summarise certain conclusions from my previous work dealing with 
the 1953-1976 period, and then argue that not only are demand problems 
and foodgrain stocks consistent with the operation of an agriculture cons- 
traint—they are implied by the latter in a market economy. Section 5, 
concludes with a policy proposal. 


Economic Performance and Stabilisation Efforts 


In Table 1 are set out. some key indicators of the performance of the 
Indian economy over the entire post-independence period. The periodisa- 
tion chosen in this table has been done with a view to present a roughly 
quinquennial comparison but one based on growth rates calculated between 
similar ‘peak’ agricultural years. This is necessary because any other 

‘basis of comparison tends to give a distorted picture of underlying trends 
in an economy so sensitive to whether fluctuations as the Indian one is. 

The most important conclusion which can be reached from this table 
is that, with the exception of export growth, Indian economic performance 
in the two decades since the mid-sixties has been worse than in the decade 
preceding that point. This isso with respect to growth in national income 
and in the indices of production in agriculture and industry ; in the growth 
of investment and of the per-capita consumption of food and clothing ; 
and also with respect to the rate of inflation. This is an important obser- 
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vation because the mid-sixties represent a turning point in post-indepen- 
dence Indian economic history. It is at this point that the clear commit- 
ment to national economic planning, as encompassed in the first three Fivé 
Year Plans, was markedly diluted in the face of wars, drought and severe 


balance of payments problems. In all subsequent years, national economic : 


planning has been a much more half-hearted affair and the focus has 
shifted gradually but definitely away from an emphasis on public invest- 
ment and physical targets towards greater reliance on market forces and 
in attempts to influence these through pricing and financial policies. 


Table І. 
Selected rates of growth in the Indian economy 1953-84 
S. No. Indication 1953-54 1958-59 1964-65 1970-71 1977-78 , 
to to to 10 to 


1958-59 1964-65 1970-71 1977-78 1983-84 


1. Net domestic product 


(constant prices) 3.6 4.5 3.1 13.6 39 
1. Percapita N.D.P. " 
(constant prices) 1.6 2.4 0.9 13 1,7 
3. Agricultural production 2.8 2.8 2.4 2.5 2.6 
4. Industrial output 6.7 93 32 4.7 4.6 
5. Gross domestic fixed 9.9 7.8 4.0 5.8 4.0 
f capital formation of which 12.1 13.1 —1.3 8.5 6.3 
(i) public (ii) private 85 29 807 3,9 .1.8 
6. Export quantum 0.0 3.7 . 3.5 7.7 4.5 
7. Import quantum 98 4,9 0.8 5,9 9,0 
8. External terms of trade 0.9 1.6 21-16 — 3.0 
9, Per capita foodgrain . 
availability 0.6 10 -—1.8 0.0 0.3 
10. Per capita availability of 
cloth 0.8 28 -12 -20 1.5 
11. Consumer price index 22 -3.8 6.7 8.3 9.1. 
12. Domestic terms of trade | 
(agricultural prices— —0.1 -02 3.1 —0.3 —0.3 


industrial prices) 


It is my considered view, ‘elaborated. further in а later section, that 
this shift in policy was an unfortunate one. However, in all fairness, it 
must.be pointed out that the period after 1964-65 has been beset with one 

[shock after another: the unprecedented drought of 1965-66 and 1966-67, 
the Indo-Pak Wars of 1965 and 1971, and the oil price shocks in 1973.and 
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1979. Itis not entirely surprising, therefore, that for much of the period 
since the mid-sixties, government policy has been concerned more with 
immediate crisis management and with measures for post-shock stabilisa- 
tion than with planning for long run growth. Given this, and the fact that 
different stabilisation episodes have involved different policies and led to 
different lessons, it is important to examine these in some detail. 


The Shock of 1965-67 


As is by now well known, the unprecedently severe droughts of 1965- 
66 and 1966-67 were not the only cause of suspension and dilution of the 
policy of planned industrialisation. This was accompanied by a serious 
external shock. The strategy of import substitution of the first Three Five 
Year Plans wasto a large extent dependent on increasing inflows of 
foreign-aid, 

But ideological positions had hardened in the West, which had never 
approved of the Indian attempt at independent.capitalist development, and 
there were increasing pressures on India to modify her economic philo- 


sophy. The final blow сате іп 1965, when a war was fought between 
India and Pakistan. The aid-donors reacted by cutting off aid to both 


the warring states. In 1966, in the midst of a famine, the Aid India Con- 
sortium (AIC), led by the multilateral aid agencies, offered to resume aid 
to India, but there was a price—India had to open its economy to the rest 
ofthe world. The AIC demanded, and got, a substantial devaluation 
ofthe Indian rupee (of 57.5 percent) and considerable liberalisation of 
imports. 

Despite a drought of unprecedented proportions for a period of two 
years (1965-67), the rest of the economy fared not too badly in the face of 
it: Real GDP and consumption grew at 2.7 percent and 5.8 percent res- 
pectively, while tbe balance of trade improved by over 11 percent. These 
facts have been cited in the literature as providing strong support for the 
soundness of orthodox stabilisation policy. But the seeming orthodoxy 
was accompanied by some home-grown heterodoxy as well. In particular, 
there was no effort at clamping on the fiscal and monetary brakes for 
bringing down the rate of inflation, which stood at 14-15 percent per 
annum. Although public fixed investment was cut sharply and govern- 


'mgnt consumption reduced somewhat, these were more than offset by 


increased transfers to the private sector, and both the interest rate 
and the rate of growth of money supply were maintained at the earlier 
levels. 

This was the first major external shock that India had to face, and 
the psychological repercussions were considerably greater than the econo- 
mic. The crucial lesson learnt during this traumatic period was that 
foreign aid could no longer be counted on and that greater efforts would 
be needed to overcome the investible resources, food and foreign exchange 
constraints from internal sources. Also, the political consequences of the 
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famine and consequent inflation led to greater emphasis on food price 
policy-both to moderate consumer prices and guarantee adequate returns 
to producers. An extremely large chunk of the available resources went 


into supporting private investment in agriculture and into building up 
food-grain stocks. Consequently, investment in infrastructure was retarded. 


Private sector investment in the industrial sector, however, continued 
to grow : increasing at an average annual rate of above 4 percent in real 


terms. . 
On the foreign exchange front a number of developments took place. 


The boost given to exports by the 1966 devaluation, though small, conti- 
pued over the period. Ad-hoc measures aimed at export promotion were 
implemented, which too had their role to play in maintaining Indian 
exports even after the effects ofthe devaluation gradually were off (by 
about 1968-69). More importantly, the liberalisation of imports that had 
come about in 1966 due to external pressures was reversed around the 
same time. This led to a decline in the import propensity from 5.8 per- 
centin 1967-68 to 4.3 percent in 1972-73. The combination of export 
growth and import restriction led to a sharp reduction in the trade 
deficit from а high of—837 crore ruppees in 1966-67 to --104 crores in 


19 2-73. 
The macro-policy stance was a fairly liberal one. Real government 


expenditures rose at a rate of 4.5 percent per annum, whereas government 
revenues grew only at a rate of 2.4 percent. Consequently, the govern- 
ment's budget deficit grew rapidly. This was‘financed partly by borrow- 
ings, both internal and external, but mainly through deficit financing. Thus i 
money supply (M1) grew roughly by 16.2 percent per annum, allowing the 
interest rates to be held down to the pre-1966 levels. However, the expe- 
rience with rapid infiation in foodgrains prices in the drought years resul- 
ted in efforts, mainly through imports and food-stock management, which 
were fairly successful at moderating this important source of inflation after 


1967, through till 1973. 
The Oil Price Shocks 


The year 1973 marks another water-shed in Indian economic history. 
The year was marked by two important events: (a) The economy was in 
the middle of a prolonged agricultural slump spanning the period 1972-75, 
during which agricultural production was on the average about 5 percent 
below the trend levels. (b) The first oil-price shock which raised the inter- 
national crude oil prices by а factor of four between September 1973 and 
April 1974. : : 

The agricultural decline led to a sharp escalation of the inflation 
rate, which surged from 7.5 percent іп 1970-73 to 20 percent in 1973-75, 
much of the increase coming before the oil-price rise. The latter, in turn, 
fuelled the inflationary process, as well as leading to a sharp deterioration 
of the trade balance. 
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The economy, however, was able to adjust to the external shock sur- 
prisingly rapidly. The current account deficit, which peaked in 1974-75, 
was converted to a surplus in 1976-77, and stayed in surplus until 1979-80, 
when the second oil-price shock occurred. Тһе other face of this recovery 
was a dramatic moderation of the inflation rate. Prices actually fell during 
1975-76 and grew at an annual rate of only 2.4 percent over the next 
three years. 

This turn around was caused partly by highly favourable exogenous 
developments, both internal and external. То begin with, 1975-76 was a 
bumper year for the agricultural sector, with output rising by 13.8 percent 
over the previous year and by 4 per cent over the trend level. In the pre- 
vious year (1974-75), private speculative stocks had increased to an un- 
precedented level of over 3 percent, of GDP. The good harvest and the 
imminent decline in agricultural prices led to massive dishoarding, and 
the prices of agricultural products dropped consequently by over 7 per- 
cent. ; 

On the external front, there were three favourable developments. 
First, India was able to get relatively easy access to external funds to meet 
the increased deficit in the trade balance caused by the oil price rise. Over 
the two years 1973-75 about 43 percent of the total trade deficit was 
financed by low or unconditional short-term loans from the IMF. Also, 
gross external assistance grew from Rs. 342 crores in 1972-73 to Rs. 834 
crores in 1974-75 and to Rs. 1220 crores in 1975-76. 

Second, exports grew rapidly over this period. This was due partly 
to positive external developments and partly to domestic policy. During 
the period 1972-73 to 1974-75 exports grew by about 27 percent per year, 
but the volume growth was only about 7 percent. Іп 1975-76 and 1976- 
7] export earnings rose at an annual rate of 26 percent with volume 
growth of about 18 percent. Much of this latter growth, however, occur- 
red through bilateral trading arrangements with the Comecon countries 
and to the suddenly affluent oil producing countries. 

Thus, between the period 1973-74 and 1978-79, export earnings grew 
by about 20 percent a year and export volumes by about 9 percent. This 
was considerably higher than the growth in world trade, which rose by 
about 4 percent a year in volume terms. 

Third, a positive side-effect of the oil-price rise was the migration of 
Indian labour to the Gulf countries and the consequent remittances to 
India by them, These grew at an average rate of over 40 percent per year 
for the five years following the oil-price shock. "This was a major contri- 
butory factor in the rapid build-up of Indian foreign exchange reserves in 
the post 1974-75 period. 

Turning now to the policy response of the government to the shock, 
it should be clear from the preceding discussion that in retrospect little 
stablisation was actually needed. But given the uncertainities facing the 
policy-makers, it was natural that some form of crisis management be 
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employed. The entire 1973-1979 period can be divided into three sub 


periods : 1972-73 to 1974-1975, when the oil-shock worked its way through 
the Indian system ; 1974-75 to 1976-77, when the over-all picture started 
to be clearer ; and 1976-77 to 1978-79, when the attempt was to bring the 
policies to a stable long-run path. , 

Starting with the exchange-rate movements, the real effective 
exchange-rate dropped by 8 percent between 1972 and 1975, and by 4 per- 
cent per annuin between 1975 and 1979. Monetary policy shifted to a 
restrictive stance early during this period. The growth of money supply 
(M1) dropped from about 16 percent in 1970-73 to 11.5 percent in 1973-75, 
15 percent in 1975-77 and to only 5 percent in 1977-79. More importantly, 
interest rates were revised upwards very sharply in 1974-75 and more or 
less maintained at the higher level over the entire period. This, coupled 
with the slow down in the inflation rate, pushed real interest rates up from 
the low, and sometimes negative, levels during 1966-73 to extremely high 
levels in 1973-79, 

The fiscal stance during this period presents an interesting picture, 
and reflects the. short-run nature of Indian policy-making. Immediately 
after the oil-price shock (or, as some would have it, the 1972-73 agricul- 
tural failure), it is often claimed that fiscal policy became highly contrac- 
tionary. The growth rate of total real government expenditures dropped 


from the 4.4 percent average of the previous period to—0.1 percent during 


1973-75. The growth rate of real revenues, however, fell even more 
sharply from +8.9 percent to —4 percent.. The only component of 
government expenditure that was actually reduced was public fixed capital 
formation. 

The period 1975-77 was highly expansionary by any measure. Real 
government expenditure rose at an annual rate of 18.7 percent. Although 
some of this rise was due to the rapid growth of public food-grain stocks, 
which occurred because the bumper 1975-76 harvest caused the govern- 
ment support price for wheat to become a binding floor on the farm-gate 
price, the major effect was that of an annual average 24 percent rise in 
public fixed capital formation. Although government revenues rose sharply 
(13.7 percent), the budget deficit widened. 

The expansionary fiscal tendencies of 1975-76 were checked in 1977- 
79. Real government expenditure rose by 4.8 percent per annum— 
roughly the rate in the pre-1973 period. Тһе difference, however, was that 
in this period the rise in public fixed capital formation was not as marked 
as earlier. Government revenues rose by 7.7 per cent per year, which had 
the effect of reducing the budget deficit quite substantially. This is Сену 
reflected in the slow growth of money-supply. 

Given these huge swings in the government’s fiscal action compo- 
nents, it may be misleading to treat the entire period 1973-79 as a block. 
However, doing so shows that there was considerable fiscal restraint. Real 
expenditures and both its components grew at 6.8 per cent per year, and 
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revenues at 5.8 per cent—a reasonably balanced behaviour. 

The 1973.79 era came toan end on almost the same note as it had 
started. 1979 witnessed both an agricultural failure as well as the second 
oil-price shock. As before, the inflation rate mounted rapidly from the 
4.8 per cent of 1977-79 to 17.5 per cent per year during 1979-82. At the 
same time the trade balance dipped from a deficit оҒ Rs. 621 crores in 
1977-78 to Rs. 1088 crores in 1978-79 to Rs. 5868 crores in 1981-82 and to 
over Rs. 8000 crores іп 1985-86. 

The adjustment to this shock was very different from the first. The 
trade balance is now a far cry from anything resembling a sustainable level. 
The reasons for this slow adjustment can be traced partly to the external 
environment and partly to the policies adopted by the government. Insofar 
as the agricultural output effect is concerned, it behaved more or less as 
before-staying for two years below the trend level and recovering in 1981- 
82 by 6.7 percent over the previous year and by 2.7 percent above the 
trend level. Я . 

External sources of funds during this period were much more limited 
than before. Indeed a large part of the current deficits had to be borrow- 
ed from the IMF, much of it under the high conditionality Extended Fund 
Facility arrangement. Although India terminated the arrangement prema- 
turely, over the 1980-84 period she obtained SDR 4.7 billion from the 
IMF, which represents over half the cumulative current deficit. 

The other major contribution to India's recovery in the previous 
period—workers' remittances from the Gulf though remaining at high 
levels, stagnated for a variety of reasons, ranging from a slow-down of 
world oil demand to the Iran-Iraq War. 

Export performance too suffered а set-back, the annual growth rate 
dropping from 9.4 percent ín volume terms during 1973.79 to only 3.6 
percent. This was due primarily to the worsening world recession whereby 
the growth of world exports went from 3.6 percent in the first. period to a 
mere 1.6 percent. The situation was not helped by the exchange rate move- 
ments, The real effective exchange rate actually appreciated mildly over the · 
period. Export incentives were, however, enhanced and a number of special 
schemes were, introduced to boost exports. АП іп аП, therefore, the total 
extent of incentives was probably no lower than in the previous period. 

The policy stance in this period was intially one of relative caution 
and moderation, For the first three years following the shock, government 

expenditures rose at an annual average rate of 4 percent whereas revenues 
actually fell by 0.8 percent a year, money supply grew at a 12 per cent rate 
and real public fixed capital formation went up by 2.3 percent a year. Imports 
were liberalised quite substantially by relaxing quota limits. This, coupled 
with a marked increase in the import-inteasity of public investment, led to 
a rapid growth of non-oil imports. Later on i.e. after 1983--84, these latter 
trends have been further accentuated because the fiscal stance has become 
markedly more expansionary and because import liberalisation has been 
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pursued with greater vigour. Unlike ever before, the government is now 
willing to borrow abroad at commercial rates in order to sustain its chosen 
policy. 

Thus, each of the shocks involved a combination of domestic agri- 
cultural shortfall and a balance of payments crisis. Moreover, in each case 
real public fixed capital expenditure was cut in response to the shock 
and was allowed to increase when agricultural output recovered. Also, 
each’ of these shocks resulted in a contraction of government real revenues, 
partly because of slowdown in industry and partly because customs reve- 
nues fcll. However, the nature of the external environment and the other 
policy responses were very different. In the mid-sixties case, both devalua- 
tion and trade liberalisation were more or less forced upon India by the 
donors and were to some extent reversed as conditions improved. The main 
lesson learnt was that agricultural growth and food security were to be 
emphasised, the latter even at the cost of growth. In the first oil shock case, 
the adjustment was largely home grown and consisted mainly of a very 
contractionary stance in fiscal and monetary policy which in the event 
was excessive because subsequent conditions in weather and in the external 
environment turned out to be favourable. With the adjustment resulting in 
high foodgrain stocks and comfortable foreign exchange reserves, the 
period ended with a mood of complacency regarding both these traditional 
constraints to Indian economic growth. Not Surprisingly, energy supplies 
became the main domestic area of concern. And, in the event of an unex- 
pectedly good export performance, there was optimism regarding export 
led growth. Unlike in the case of the first, the second oil price shogk was 
accompanied by an adverse external climate due mainly to the onset of 
world recession However, despite this the government concentrated this time 
on a medium to long run adjustment instead of a short run Stablization as 
in the past. The content of this adjustmemt is a policy based on trade and 
domestic liberalisation and this explains in part why unlike in the two pre- 
vious episodes, the Balance of Payments deficit has been allowed to grow 
for an extended period of time. Since 1966, the government’s economic 
philosophy has changed so much that it now espouses enthusiastically what 
it was then forced to accept reluctantly be aid donors. 


Income, Its Distribution, Poverty and Savings 


Poverty in India is concentrated mainly in rural areas and the only 
direct measures of rural poverty are those available from the Consumer 
Expenditure Surveys conducted by the National Sample Survey Organiza- 
tion. Upto 1973-74, these surveys were conducted more or less on an 
annual basis and their results have been extensively analysed. The consens- 
us is that the proportion of the ‘poor’ in total rural population, although 
varying quite substantially from year to year, tended on balance to increase 
secularly from 1960-61 to 1973-74, and was, not surprisingly, highest in 
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1966-67 (the second of the two consecutive drought years). Further analysis 
of this data suggests that this *head-count' measure of poverty was related 
negatively to real agricultural production per capita and positively to 
increases in the price of food. Since 1973-74, the frequency of these consu- 
mer surveys have been drastically reduced-and were conducted at only two 
subsequent points: 1977-78 and 1983-84. Of these, moreover, the 1983-84 
data are not yet available to private researchers, although recently the 
Planning Commission has used these (but after certain unspecified adjust- 
ments) to compare the incidence of poverty -in 1977-78 and 1983-84. The 
conclusions reached on the basis of this scanty data is that the proportion 
of the poor was lower in 1977-78 than in 1973-74 and that this was further 


reduced by 1983-84. 
However, this evidence of decreasing ‘poverty in more recent years 


should not be accepted uncritically. First, the only two years 1977-78 апа 
1983-84 for which data are available were extraordinarily good agricultural 
years and their comparison with the below average year 1973-74 is bound 
to give a picture of improvement which need not correspond to the under- 
lying trend. Secondly, there isa suspicion that the adjustments to data 
made by the planning Commission in order to compare 1977-78 to 1983-84 
are such as to further bias the estimates in a direction suggesting a reduc- 
tion in poverty.) Thirdly, measures of poverty derived from Consumer 
Expenditure data relate to current consumption and not to income and 
this may give a misleading picture of long mn trends if the consumption of 
the poor has been maintained by short run asset depletion. In a period 
marked by so many shocks, it is almost certain that individual households 
have had to make asset adjustments to cope with unexpected events and it 
would not be inconsistent if, in such a period, short run consumption turns 
out to be quite unrelated to income or to the long run consumption poten- 
tial. Fifth, and most importantly, macro-economic data on income shares, 
savings rates and food consumption suggest strongly, and contrary to the 
indications from these surveys, that income distribution and rural poverty 
have worsened. j 

Considering income shares first, national accounts data show a dra- 
matic decline in the share of agriculture and allied sectors in GDP from 
1973-74, declining from 49.8 in percent in 1973-74 to 40.4 percent in 1977- 
78 to 35.7 percent in 1983-84. Second, within agriculture, interest, rent and 
profits have absorbed an increasing portion of the income, increasing from 
4.6 percent іп 1973-74, to 6.4 percent in 1977-78 to 6.6 percent in 1953-84, 
with a corresponding decline in the share of peasants and agricultural 
labourers. Figures from the National Accounts show that the income of 
these groups when deflated by the consumer price index grew at only 1.3 
percent p.a. between 1970-71 and 1983-84--а: figure considerably less than 
the growth rate ofthe agricultural population. Moreover, during this 
period the.number of agricultural wage-earners, who are the poorest agri- 
culturists, grew faster than agricultural population, indicating growing 
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marginalisation, and yet the share of wages in agricultural income declined, 
particularly between 1977-78 (24 percent) and 1983-84 (20 percent). Further 
to these monetised data from National Accounts must be added the effects 
of the-precipitous decline in forest area and common village lands which 
has occured in the last decade. Free goods from these have traditionally 
been an important consumption source for the rural poor, and all indica- 
tions are that there has been a very sharp decline in the availability of such 
goods, particularly fuelwood and fodder. 

The above indicates that not only did per-capita agricultural incomes 
fall in real terms but also that the factoral distribution of this income 


became more unegual with.the share of rent and interest earners improving 


and that of wage earners worsening. In addition, agricultural incomes have 
become more unequally distributed over regions. This has happened in 
two ways: First, output growth has been relatively less in these regions 
where per-capita agricultural output is lower ; and secondly, farm harvest 
prices have also increased less in these regions*. The first of these has been 
due to the fact that the green revolution has ‘worked’ only in regions well 
endowed with irrigation, transport and electricity infrastructure and such 
infrastructure has expanded most in those states which were already better 
endowed in this respect. The second of these has been due to the fact that 
farmers in poorer regions have lost out to merchants and traders. Probably, 
the best indicator of this is the fact that although since 1970-71 the whole- 
sale prices of rice have increased. at а rate 50 percent more than that of 
wheat (reflecting higher growth of wheat output), farmgate prices of wheat 
have risen at a rate of 20 percent more than that of rice. 

Turning to non-agriculture, it is useful to divide this into its organis- 
ed and unorganised components. The former consists of the government 
and large scale enterprises and here employment over the period 1970-71 to 
1983-84 grew at.2.4 percent per annum, only slightly more than population 
growth. Real incomes іп the organised sector (defined as N.D.P. in the 
sector deflated by consumer prices) grew at 5.9 percent per annum but the 
share of wages dropped from 72 percent in 1970-1971 to 67 percent in 
1983-84. However, although this suggests a worsening of income distribu- 
tion also within the organised sector, the wage bill increased at 5.3 percent 
a year and there was thus a ‘sizeable improvement in per-capita living 
standards of those fortunate enough to have organised sector employment. 
This is somewhat surprising in view of the fact that over the period 
1965-74, organised workers lost heavily in inflationary periods. The gain 
picked up here is partly the once and for all increase in real income ‘due to 
the agricultural price fall in 1975-76, but it also reflects gains subsequently 
even though inflation was high. The reasons perhaps are twofold : first, the 
earlier inflationary episode might have significantly increased the effective 
degree of indexation ; and, secondly, this might mainly reflect increases in 
the incomes of the salariat whose wages tend to follow the per-capita 


emlouments in the public sector, which'increased іп real terms at a rate of 
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6.7 percent per annum between 1977-78 and 1983-84. 

This, however, was not the case in the non-agricultural unorganised 
sector consisting of small scalé enterprises. Tbis was the sector which recor- 
ded the highest employment growth, at 7.1 percent per annum, but where, 
with real incomes growing at only 4.8 percent annum, per worker real in- 
comes declined tbe sharpest. Moreover, in this sector too, the share of 


' wages declined from 35 percent to 31 percent 1970 71 and 1983-84. 


The macro-economic data on sectoral incomes and factor shares thus 
indicate that all groups other than rentiers, profit earners and the organised 
sector employed have actually had declining real per-capita incomes in the 
last decade or ѕо 5 Moreover, factor shares have turned against wages in 
ali sectors. From this, one would have to conclude—contrary to the survey 
results cited earlier—that poverty, at least in the sense of low real incomes 
of the poor, has increased. However, since this conclusion runs counter to 
official wisdom based on survey results and because national income data 
may also not be free of errors, it is necessary to check these alternative 
trends against other indicators. 

Тһе two most sensitive indicators of changing income distribution in 
an economy such as India's are perhaps the rate of domestic savings and 
the growth of per-capita foodgrains consumption. Over the period 1970-71 
to 1983-84, the rate of gross savings increased from 16.8 percent to 22.1 
percent having reached a peak of 24.7 percent in 1978-79. This very high 
growth in savings is one of the most striking features of the period and it 
has been estimated thaf throughout 1973-74 to 1983-84, the saving rate was 
between 14 and 37 percent higher than what could be expected on the basis 
of unchanged income distribution and the actual income growth since 
1970-717. On the other hand, with the same income growth and unchanged 
income distribution, per capita foodgrains consumption would be expected 
to grow at between 0.5 percent to 1 percent per annum between 1970-71 
and 1983-84. In fact, in this period, the actual growth was below 0.15 per- 
cent and, indeed, in no year did the level of per-capita foodgrains consum- 
tion reach the peak attained in 1964-65. Although some may adduce possible 
and plausible reasons such as the effect of higher real interest rates or of 
changes in taste to explain these, the magnitudes, at least in my opinion, 
are too large for such explanations to be sufficient. If this is accepted, the 
distributive trend indicated by the national accounts statistics should be 
preferred to the contrary one suggested by the sample surveys. Moreover, 
by the same logic, some credence can also be given to the survey point 
estimates (as distinct from the underlying trend) because both years for 
which survey data are available—1977-78 and 1983-84 had savings rates 
which lay below and levels of foodgrain consumption which lay above their 
respective trends over the entire period. 

If, therefore, national accounts data taare tken to ber ue, then from 
this and other corroborative evidence, the following picture regarding post 
1970-71 trends seems to emerge. During this period, the fastest growing 
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sector in terms of GDP was the organised private tertiary sector which is 

mainly urban and responds to urban demand. This demand was provided , 
largely by the growth of incomes in the other organised sectors, i.e. private 

industry and the government, and from tourist and remittance demand. 

However, the growth of employment in the organised sector as a whole was. 
not much larger than the rate of growth of population and, therefore, did 

not allow much absorbtion of labour from the unorganised sectors. GDP 

growth in the organised sector was largely a result of increasing output per 

worker, and organised sector workers shared this productivity gain. The 

share of profits in value-added did increase but, especially in the organised 

manufacturing sector, this was not because of an increasing mark-up over 

unit costs which probably either remained constant or fell? Тһе share of 
profits in value-added increased despite constancy in the share of profits in 

gross-output because although product wages increased at only slightly 

less than the rate of growth of productivity, unit fuel and raw material 

costs increased much faster, probably because of oil price increases. 

-In the meantime agricultural GDP grew less in constant price terms 
than rural population, and worsening terms of trade meant that real 
incomes in agriculture grew even less. This, possible asset depletion of ` 
poorer farmers and the fact that agricultural growth was regionally very | 
uneven leading to greatly increased seasonal migration, resulted in a very 
large growth in the number of workers seeking non-agricultural work. Since 
organised sector employment could not absorb this labour force, the un- 
organised non-agricultural labour force increased sharply. A part migrated 
to urban areas to join the urban informal sector, but the bulk stayed on in 
ruralareas. Here, growth in demand for their services was, however; very 
slow because per-capita agricultural real incomes were declining and invest- 
ment demand, both private and public, was sluggish. Private rural invest- 
ment did not grow rapidly because, in addition to the income squeeze, there 
was a problem of regional composition. Investment quickly reached a 
plateau in regions well endowed with infrastructure and the scope for 
private investment remained very low in regions without adequate infrastru- 
cture. Public rural investment which could have solved this problem, by 
expanding infrastructure horizontally, was unfortunately almost always the 
first item to be axed whenever public expenditure was cut in response to 
the successive. shocks discussed earlier. The net outcome of this high growth 
in supply and low growth in demand for rural labour was a sharp 
reduction in per-worker returns in rural non-agriculture. With the bulk 
of the rural population thus suffering from real income losses, it is 
not at all surprising that growth in food consumption was sluggish. 

On the other hand, increased incomes in the organised sector, and 
increased inequality generally, resulted in a large growth of savings. 
This, and the fact that organised sector workers also increased their real 
incomes and thus remained quiescent is a prime reason why there is today 
an air of complacency regarding domestic economic issues in official circles, 
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With high food stocks and thus a credible urban food distribution system, 
even the urban poor сап now be better insulated from shocks than in the 
past. Itis not existentially difficult, under the circumstances, for officials 
to believe the survey results and claim reduced poverty while at the same 
time trumpeting the achievement of a high savings rate. The first claim, 
I have tried to argue here is falsc. The second is true, but it too is not 
necessarily an unalloyed virtue. Unlike the self-employed in the un- 
organised sector, rentiers and organised sector income receivers do not invest 
much in physical assets, Not surprisingly, therefore, most of the increase 
insavings has been in financial assets. Since such savings do not create 
their own demand, they require the existence of sufficient investors’ confi- 
dence to be useful. But, as may be seen in Table I, the trend in private 
investment suggests anything but such confidence and suggests a clue 
as to why the organised private sector did not grow faster and absorb more 
labour. Ireturn to this issue in the next section. 


Supply Constraints to Growth and Problems of Demand 

The primary objective of policy for any country, including India, 
should be the maximising of the growth rate within the constraints set by 
the economic and political structure. Adjustments to short run shocks and 
disturbauces also need to be viewed within this context. More often than 
not, however, 'crisis management! becomes the dominant characteristic of 
policy making, sometimes with rather unfortunate results. 

Elsewhere, Ihave tried to integrate and distinguish operationally 
the three most commonly discussed constraints to growth : those associated 
with savings, foreign exchange and agricultural growth. Very briefly, consi- 
der a planner who is attempting to maximise growth of GDP over some 
specified horizon given exogenously set limits on the marginal propensity 
to save, the maximum export demand and the maximum rate of domestic 
agricultural growth. І assume that the planner cannot directly impose his 
choice of the consumption bundle and has to accept the constraint on 
demand patterns set by the household level consumption functions. 1 also 
assume that the planner knows but cannot directly control, the way prices 
and wages are formed in the economy. With mark-up pricing in non- 
agriculture and demand clearing pricing in agriculture he can influence 
domestic relative prices but only at the cost of inflation. Не can choose 
the import level but he is constrained by some upper limits to import sub- 
stitution and by an upper bound on the amount of balance of payments 
deficit he can incur. It can be shown that, іп th's maximisation, only one 
of theree constraints is usually binding and that for a given binding cons- 
traint, the choice reduces to a trade-off between growth and inflation." If 
either the agriculture or the foreign exchange constraint binds, I call the 
situation structurally constrained, and the maximum growth consistent with 
tolerable inflation is less than that which would be warranted by savings 
rates and capital coefficients. 
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Further details on computation are somewhat redundant here but a 
few points about policy, especially with a binding structural constraint, are 
in order. First, with either the agriculture or foreign exchange constraint 
binding, it is optimal to go simultaneously for maximum feasible exports 
and maximum feasible import substitution without much regard to compara- 
tive advantage. This is because in a labour surplus economy, a slack savings 
constraint effectively means that the shadow price of domestic factor reso- 
urces is extremely low. 

Second, for this reason, issues of resource generation and allocative 
efficiency are much less important for structurally constrained economies 
than for savings constrained ones. The primary objectives of medium run 
policy-making for the former should be to first stabilise supply from the 
constraining sector and then to maximies the growth of the other sectors, 
within the limits set by either the acceptable level of inflation or by the 
balance of payments. If doing so requires that usual measures of allocative 
efficiency be sacrified, it must necessarily be accepted simply because most 
of-these measures assume the existence of a savings constraint. 

Third, the effects of once-off aid and foreign borrowings are very 
different under the three constraints. With the savings constraint, foreign 
resource inflows do not cause output to be higher in the short to medium 
run, but allows extra capacity to be installed for higher output in later 
years. With structural constraints, however, foreign funds can have a more 
immediate impact by allowing the imports of the constraining goods, if the 
resources are so used. These windfall foreign exchange receipts, therefore, 
cause only steep changes in output levels under structural constraints, with 
very little growth effects, but have the potential for a more sustained growth 
raising effect under the savings constraint. 

Sustaincd inflows of aid or debt receipts, on the other hand, have the 
potential of raising growth rates in structurally constrained economies. 
The magnitude of these effects, however, is very different between the agri- 
culture and foreign exchange constrained situations. The output response 


' of the economy to additions in import capacity in any year depends upon 


D 


the foreign exchange multiplier. With the foreign exchange constraint, 
imports are required only for the non-competive forms of imported goods. 
For the agricultural constraint, however marginal requirements of agri- 
cultural goods also have to be provided. Ав a result, the foreign. exchange 
multiplier is always less with an agricultural constraint than it is in the 
foreign exchange constrained scenario. : 
Fourth, domestic incomes policies, which attempt to bring about ' И 
desired income distributions, also have very different effects depending upon ` 
the operative constraint. With the savings constraint, such redistributions 
are likely to have little impact since the problem is one of an overall supply 
constraint. With the foreign exchange constraint, where the bottle-neck is 
in the shortage of producer goods or relative luxuries, both of which are 
demanded more out of non-wage incomes than wages, a more (less) egali- . 
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tarian incomes policy will increase (decrease) the constrained growth rate. 
In case of the agricultural constraint, however, where the bottle-neck is in 
necessities which are prímarily wage goods, increased egalitarianism will 
tend to reduce the constrained rate of growth. 

Finally, it is absolutely crucial that investment іп agricultural infras- 
tructure and in feasible import substitution be carried out. Also policies 
to keep up exports must be firmly in place. There might be a trade-off 
between import substitution and export promotion but in this event the 
choice regarding competitive imports should not be on usual comparative 
advantage lines and such imports should be resorted to only if they add 
more to exports than their own value. 

ы. In my work quoted earlier, I had attempted to identify the operative 
constraint in the Indian case for two periods: 1953-54 to 1964-65 and 
1964-65 to 1975-76. To do this, two models had been used—a multi-sector 
'computable general equlibrium model to work out terminal year equilibria 
and an inter-temporal macro-economic model to work out constraints on 
capacity growth. In both periods it was found that the agricultural cons- 
traint was the binding one. For our purpose here, it is sufficient to concen- 
trate on the 1964-65 to 1975-76 simulations. During this period, the actual 
savings rates and capital coefficients in the economy would according to the 
macro-model, have permitted a GDP growth rate of 5.3 percent per 
annum. But according to the terminal year model, in order to achieve this, 
the agricultural growth rate would need to have been about 3.6 percent 
per annum. However, the actual agricultural growth rate was only 2.3 per- 
cent per annum and the model predicted that if domestic demand patterns 
were to be maintained with this actual agricultural growth and with- 

t'out further inflation and/or higher balance of payments deficits then the 
GDP growth rate would need to be constrained to 3.0 percent per annum 
which was precisely the actual attained. 

In 1975-76, the country ended up with an additional 11 million tons of 
foodgrain stocks, and in the base variant it was assumed that such stocks 
were desired by the government. However, an alternative simulation was 
also run where terminal year stocks were kept down to a ‘normal’ level of 
3 million tons and it was found that in this case the agriculture constrained 
growth rate of GDP would have risen from 3.0 percent per annum to 
3.8 percent per annum but, clearly, this too would have been significantly 

`: lower than the savings constrained rate. In these runs, exports, foreign 

-aid and the inflation rate were all assumed to be the actuals for the 
terminai year and alternative simulations showed that although higher 
exports, higher foreign aid and a higher inflation rate would all have 

^ increased GDP growth, the latter was not very sensitive to any of these. In 
particular, the model calculations showed that for the country to have 
achieved the savings constrained rate through higher exports, but without 
higher agricultural growth, exports in 1975-76 would have to be three 
times their actual value. Or, in other words, India woüld have ceased to be 
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agriculture constrained during the period only if the world economy could 
absorb additional manufactured exports from India in 1975-76 larger than 
the total exports of Brazil or South Korea in that year. 

There has been no significant increase in the rate of agricultural 
growth after 1975-76 and export prospects (and India's performance) have 
distinctly worsened with the world recession. Yet, today in India, it is 
unfashionable to talk about an agricultural constraint and the current catch 
words are liberalisation and export led growth. It is of considerable impor- 
tance to understand why this is so. 


Probably the most important reason why agricultural growth is no 
Jonger seen to be a binding constraint is because India now has very large 


and growing stocks of cereals. Despite the fact that per-capita foodgrains E 
consumption is now no higher than what it was in the early sixties, the '* 
current ‘problems’ are not of food shortages and food imports but of food 
subsidies and food.stocks. Simultaneously, manufacturing growth, which 
decelerated sharply in the mid sixties, continues to be sluggish. Large parts 
of industry are suffering from chronic excess capacity because domestic 
demand is inadequate and because exports are unprofitable given techno- 
logy, product mix and the structure of costs and incentives. Export sub- 
sidies have increased greatly recently, but the current emphasis is on 
"modernisation". By this has meant either the importation of new technology 
in old industries with a view to becoming internationally competitive, or, 
more usually, the importation of fechniques to produce new goods for 
which domestic demand exists or can be created. Quite clearly, it can 
plausibly be suggested: that the economy is currently in the throes ofa 
generalised demand problem in both existing industry and agriculture ; and. 
it is this which explains both why agricultural. growth is not perceived to $., 
be а constraint and why export growth is-seen to be a solution. l 
This identification of a generalised demand crisis should not be inter- 
preted to mean that there are no sectors where supply is short. Despite 
considerable improvement in the situation in recent years, there is still a 
shortage in the energy sector. Also, the ‘glut? in agriculture relates almost 
wholly. to cereals and mainly to wheat. There are serious shortages in 
oilseeds, pulses and certain ‘other agricultural products including timber 
and forest produce. This reflects a growing imbalance in Indian agriculture 
which started with the fact that the green revolution was mainly in wheat 
and this was further compounded both by its regional concentration and 
by the government policy to provide price support almost exclusively to 
cereals. Also, the present pattern of regionally concentrated agricultural 
growth has meant that fertilizer requirements per unit of marginal output. - 
are very high and this is another area where domestic capacity is short of oom 
domestic consumption. Thus, to a large extent it is possible to claim that | 
agriculture, other than cereals, still presents effective supply constraints, 
Nonetheless, it is fair to talk of a general demand crisis, partly because of 
the sheer weight of sectors where demand is a problem, and partly because 
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goods which are both essential and lack domestic supply sources have, of 
late, been a declining proportion ofthe import bill. The very fact that a 
larger and larger proportion of imports today consists of those goods, 
mainly capital and intermediate, for which close (though may be somewhat 
outdated) domestic substitutes exist and have excess capacity shows that at 
least in the opinion of the market (or the government) the really scarce 
goods are not that scarce after all. 

If, therefore, we do accept that a generalised demand crisis exists, we 
need to know why ? One argument often put forward is that the demand 
constraint exists simply because income distribution is very skewed and/or 
worsening. And, the solution suggested is that of massive transfers to the 
poor through, say, ‘food for work’ programmes. Certainly, worsening 
income distribution has been an important factor in the demand problem. 
Indeed, f have myself suggested in the previous section that the large food- 
grain stocks imply and are implied by such a worsening in distribution. 
What is less clear is whether transfers to the poor would solve the demand 
problem in industry. In my earlier work, I had run a simulation where the 
11 m tons of foodgrain stocks in 1975-76 were run down to 3m tons by 
means of income transfers to the bottom 40 percent of the rural population. 
The result was only a 3 percent increase in. manufacturing output as com- 
pared to an over 15 percent increase if the stock reduction was accomplished 
by increasing investment demand. Food stocks are, of course, larger today 
and one would get a higher figure with redistributive transfers but the point 
remains that such redistributions tend to have a small effect on industrial 
demand and, indeed this could pull down the growth rate if, indeed, it is 
agriculture constrained. This raises a rather more important point: if the 
agriculture constrained growth rate declines with redistributions to the 
poor, can generalised demand problems ever arise in sucha setting. My 
answer is not only that itcan, but also that in an important sense it is 
endemic in a market economy.” 

Generalised demand crises, and particularly excessive stocks of 
agricultural goods, are not only consistent with the economy being 
agriculture constrained but that these are indeed the most likely outcomes if 
the government moves to a private investment regime but is simultaneously 
interested in preventing continous deterioration of agriculture’s terms of 
trade and uses support. prices to this end. Few in India would fail to reco- 
gnize that this bas, in fact, been the trend in policy since the end of the 
Third Plan and many have identified deceleration in public investment 
to be the main cause of recessions. But it is still not fully appreciated 
that in order to explain demand “crises we have to also explain the even 
more dismal growth rate of private investment aad that the hypothesis 
of an operative agriculture constraint scores on almost all points. 

Clearly, there is a very strong case for increasing public investment 
substantially. This would perform a demand management role; additionally 
such investment is also required critically to develop infrastructure, heavy 
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industry, and, in the long run, to increase the rate of agricultural growth. 
The problems of inflation discussed above are associated with this course of 
action. The events of 1965-67 proved that taut planning could lead to politi- 
cally unacceptable cost if unaccompanied by a credible domestic provision 
for food security. In this sense some food stocks are clearly necessary. But 
current levels are all most certainly too high, and it is difficult to explain 
why the government has not expanded investment more unless this is linked 
to the budgetary consequences and hence to some kind of influence of 
monetary growth on inflation. This is where I see the role of speculation 
and idle cash balances, but all that is really needed is that the’ government 
believes, whether correctly or nof, that higher deficits are inflationary. 
Given the actual government fiscal and monetary stance and the con- 
sequent problems of demand, agriculture has not been the main source of 
inflation after 1975. In my opinion, the main source of inflation in the last 
decade has been the increasing rupee prices of imported goods, particularly 
oil and other universal intermediates. This would be seen to cause both 
inflation and a movement of terms of trade against agriculture. It would 
also be contractionary. It is sometimes claimed that imports are too small 
a proportion of GDP to explain domestic inflation in India, but this clearly 
depends on the degree of indexation. As we have already observed, the 
degree of indexation of organized sector wages seems to have increased 
greatly after 1975 and, to the extent, that target support prices are based 
to some extent on prices paid by farmers, there is some, though far from 
full, degree of indexation also in the - determination of agricultural prices. 
Taken together, these would seem large enough to explain most of recent 
inflation in terms of rupee import prices. The reaction of the government 
to these external price shocks has, generally been to cut investment. But 
this only adds contraction to inflation. \ 
The alternatives to contraction are either to impose wage-price 
freeze on the non-agricultural real incomes at a given output level, or to 
simply allow the inflation to continue and make what necessary adjustments 
are required. The first option, although widely applied in other countries, 
would have fairly serious political and administrative problems in India. To 
this extent it is not a very credible option. As far as the second is concerned 
the major problem lies in the balance of payment implications, the rise in 
the domestic price level will, ceteris-paribus, lead to increased non compe- 
titiveness of domestic products vis-a-vis the foreign, and thereby to 
a deterioration of the trade balance. Any subsequent price decline which 
may occur, say, with the recovery of agricultural output does not in itself 
solve the problem since the non-agricultural prices would have settled at a 
permanently higher level. As a result, financing the increased trade gap. 
by drawing down resources or by foreign borrowings is at best a tempora- 
ray measure. The usually suggested remedy is to devalue the currency, but 
even this has problems. The rise in the domestic price of imports caused by 
a devaluation will simply add to the stagflationary effects, and hence may 
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make matters even worse. What is needed clearly, is some method by which 
the price received by exporters is raised without raising import costs, in 
short, some form of dual exchange rate. 


Critical Issues and Critical Choices: А Conclusion 

In this paper, I have tried to examine the major trends in the Indian 
economy in the seventies and early eighties— i.e. after the serious commit- 
ment to national planning ended. I have tried to discuss both long run and 
short run issues but have concentrated mainly on the latter partly because 
the period has seen one shock after another and partly because I feel that 
short-run issues sometimes tend to get ignored by those of us who would 
defend planning and therefore want to take along run view. In this con- 
cluding section, I shall try to rectify this ‘short sightedness’ not by stating 
long run priorities but also by a policy proposal which I think is important 
for providing the essential link between the long and the short of policy. 

To most of us in India the economic scene in the last twenty years 
appears turbulent, and to at least some of us the policy shifts during the 
period also appear to have been haphazard, shortsighted and sometimes 
simply wrong. However, what strikes most outsiders to be really remark- 
able is not this, but rather that India has avoided the hyperinflations, the 
debt crises or the major ‘adjustment’ recessions that plague so many deve- 
loping countries particularly in Latin America. 

But what does it mean to be resilient ? Surely not that its debts are 
relatively low, because, till very recently, India’s international credit- 
worthiness was such that it simply could not contract very high interna- 
tional debts even if it tried to. The ‘resilience’ lies in the fact that India 
was able to adjust to the oil price shocks without a hyper-inflationary 
spiral even though it did not get the sort of balance of payments support 
that other countries did. The main reason why this was so is structural. 
The Indian economy is more monetised than the average developing 
country, and simultaneously, very large sections of it have almost no 
indexation. Asa result, inflationary shocks are heavily damped, with the 
costs borne largely by wage earners in the unorganised sectors. In the 
case of the oil shock, moreover, inflation was accompanied also by a large 
movement in the terms of trade against agriculture because the mono- 
: polistic industry could pass on the increased costs. The outcome of these 
happening simultaneously were the large income redistributions and these 
in turn led to the demand problem—a classic case where external price 
inflation very quickly turns contractionary. This structural feature which 
avoids hyperinflation (and the subsequent ‘adjustment’ recession) does, 
however, have a very high cost in terms of equity. And this cost is proba- 
bly no less than in the ‘high-drama’ Latin American type situations and 
may even be larger because a greater burden tends to fall on the poor. 

This asymmetrical burden-sharing extends to a number of policy 
instruments that have been strongly recommended to India over the past 
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few years. Of these, specific mention must be made of two. First, the 
oft-repeated exhortations to raise the administered prices of a number of 
‘basic’? goods, either for revenue raising reasons or for bringing them "in 
line with international prices", stem from a rather optimistic view of the 
relative costs of adjustment and of passing the burden to the major user of 
these goods, i.e., the organised, sector. Secondly, the transition to a tariff- 
based system from a quota-based one, in order to expose the domestic 
economy more fully to international conditions, also opens up a similar 
possibility. This is because adjustment to balance of payments shocks 
with constant tariff rates through currency devaluation would necessarily 
mean a greater rise in the price of *universal intermediates' than in the 
present situation where increases in quota premia of capital or specific 
intermediate goods do much of the adjustment. In both these cases, the 
equity effect would be similar to that of the oil price shock. And, it is 
notatall clear that there would be any real efficiency gains from either 
policy, especially if account is taken of two factors. . First, that such 
policies сап actually increase distortions when different degrees of indexa- 
tion exist in the organised and unorganised sectors. Second, in the specific 
context of an agriculture constraint, the effect may be to reduce agriculture 
growth, and this would overshadow any marginal allocative gains. A far 
better alternative, if world prices are to be used at all, through either 
administered prices or import policy, is to move towards a system where 
all primary goods and *universal' intermediates have, a fixed effective 
exchange rate and all capital goods and specific intermediates have another 
and flexible effective exchange rate— with the latter bearing the burden of . 
shocks, and also raising revenues. 

Although the policy regime outlined above may seem most unortho- 
dox, it is merely a more logically consistent variant of the system that is 
currently in place. Its consistency lies, first in that it is likely to be more 
effective than present policy in increasing manufactured exports. Secondly, 
in that the longer run considerations of growth and equity are firmly 
embedded in the policy options that the government chooses to allow itself 
in times of internal or external shocks, in contrast to the somewhat ad-hoc 
‘crisis management’ type of behaviour that has characterised the recent 
past. Moreover, it is not at all clear that this regime unambiguously 
reduces the flexibility of government policy interventions. If it is accepted 
that needlessly contractionary monetary or fiscal policies should be 
eschewed because of their certain negative equity effects and doubtful allo- 
cative effects, much greater flexibility in and targeting of public investments 
becomes necessary. The proposed system facilitates such decisions, first 
by being more sensitive to world conditions, and second by ensuring that 
domestic shocks are borne more by the ‘sectors which can afford to-do so 
without jeopardising the creation of the socially necessary, ‘universal’ 
intermediates, particularly infrastructure. 

Unfortunately, many of the suggestions made above run contrary 
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to the most basic tenets of the multilateral‘aid agencies, whose views are 
formulated in models which are essentially savings-constrained. While 
their powers to enforce their own views on an existing system are limited 
to occasional nudges during moments of crisis, any attempt at a thorough 
rationalisation of the existing system within its own terms, as this proposal 
represents, can and will be strenuously resisted. It is, however, important 
that a policy regime which has demonstrated in part its inherent virtues 
be allowed to continue without some of its sharp edges and idiosyncracies, 
before radical alterations are called for. 


1. 


2. 


10. 


11. 


See Bhagwati, J.N. and Т.М. Srinivasan, Foreign Trade Regimes and Economic 
Development : India, Columbia University Press 1975. 

Politically, this episode was marked by the loss of the ruling Congress Party of 
over half the state governments in the elections of 1967. Apart from Kerala in 
1956, the Congress had never lost a state election upto them. 


. Unofficially, it is known that the Planning Commission adjusts for the fact 


that N.S.S, estimates of consumption are usually lower than that obtained by the 
C.S.O. by multiplying all N.S.S. figures for a common adjustment factor. How- 
ever, the C.S.O. estimates as given in the National Accounts themselves imply 
that there have been large re-distributive effects and, hence, use of a common 
adjustment factor is inconsistent, and lowers the estimate of poverty. 

For statewise levels and growth of per-capita agricultural output we have 
relied on the Reserve Bank of India's Report of the Committee on Agricultural 
Productivity in India. For price data, see P. Sen : Stablization, Income 
Distributions and Poverty: India, ICRIER Discussion paper No. 2 and N. 
Rath's Presidential Address to the Indian Agricultural Economic Association 
Conference 1985. ` 

This is true for per-worker real Incomes even if we take into account, as we 
strictly should, that the shift of labour from agriculture to unorganised non- 
agriculture involved a shift from a lower to higher income/worker sector. How- 
ever, since participation rates rose somewhat during this period, there was a 
small (about 0.2% per annum) growth in the real income per capita of the 
unorganised sector as a whole. 

To this must be added the worsening regional distribution of agricultural 
income. 


. See» P. Sen op. cit. 
. The Corroborative evidence consists of data on rura] wages and employment and 


certain other scattered micro-studies too numerous to be individually cited. 

This is cancluded from data in National Accounts statistics Profits, include 
interest, rent and depreciation. 

A. Sen: The Agrarian Constraint to Economic Development—the case of India. 
Unpublished Ph.D. thesis, Univercity of Cambridge, U.K. 

It needs to be made clear that the case where the ‘foreign exchange’ constraint 
bites is not the only one where the balance of trade identity holds. This, of 
course, holds in all three cases. However, in both the agriculture and foreign 
exchange constrained cases, optimality requires that there be no ‘competitive’ 
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imports, the prescence of such imports distinguish the avisngs constrained case, 
from the other two, The distinction between the foreign exchange constrained 
and the agricultural constrained cases rests on whether: agriculture should 
optimally grow at the exogenously given maximum feasible rate or not. If it 
should, the agriculture constraint bites, if not, the foreign exchange constraint 
operates. 

А simple mathematical model demonstrating this argument which had been 
included in the original version of the paper, in left out here for expositional 
convenience. Readers interested in following the argument are requested to 
consult the original paper which I can make available. 


TIRTHANKAR ROY* 


Share of Industrial Wages in Value-Added 
. 1960 to 1980 


THE OCCURENCE of major industry-wide strikes in the first few years 
of the eighties testifies to the processes of change that the organised indus- 
trial labour market asa whole seems to be going through. Unlike the 


.early seventies, labour unrest is far less localised now, regionally or 


industry-wise. Relative incidence of industrial disputes is also increasing, 
gradually but steadily. These facts can be partially understood by analysing 
trends in the distribution of industrial income which is characterised bya 
long-term declining tendency in the share of workers. What makes distri- 
butional questions of additional significance is the current context of 
relaxation of control over private capital, privatisation of the manufactur- 
ing sector and growing emphasis on technical innovations that are likely 
to reduce rates of labour absorption in industry. How the expected 
increase in productivity is going to be shared becomes a pertinent question. 
Although concrete policy statements on labour in the present regime are 
lacking, we can atleast review the performance in this regard in the pre- 
ceding two decades. 

Wage share wasa subject of considerable interest until the early 
1970s, but few studies have appeared since then.! Тһе present paper, 
besides updating the statistics, extends the analysis in three respects. 
Firstly, it recognises that the labour market in India is regionally fragmen- 
ted. Trends in wage-share, therefore, must be studied with state or region 
as the unit. Because of limited regional integration, statewise trends in 
wage-share, insofar as they reflect changes in the relative bargaining power 
of labour, are likely to influence industrial location. This whole question 
of the implications of a certain trend in wage-share on basic entrepreneu- 
rial decisions was hardly touched іп the earlier literature. Locational 
changes as one of the usual reactions to changcs in labour market structure 
is a possibility of considerable theoretical interest. Specifically, it implies a 
basic constraint on the effectiveness of organisation. . 

Finally, the paper places particular emphasis on bargaining and 
labour market structure as opposed to capital intensity of technology, as 
explanations for wage-share trends. А strong positive statistical correla- 








*Centre for Development Studies, Trivendrum. 
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tion between wage-share and capitalintensity has been the basis for a 
technological explanation of wage-share levels. Тһе technology (or labour 
productivity) bias persisted in the wage-structure literature of the 19105. 
This bias can be criticized. One can question the reduction of historical 
characteristics of a labour force to simple and directly measurable indices. 
One can recall Kaldor's remark that in the indstrialized countries, stabi- 
lity in wage-share obtained *despite the phenomenal changes in the techno- 
logy of production'. Finally, rarely can the two effects, bargaining and 
technology, be as clearly distinguished as is made outin the statistical 
literature. To the extent the two can be treated as autonomous, the former 
has been underestimated through unsound methodology. One of the 
objectives of the paper would be to isolate as far as possible the effects of 
pure organisation, without having recourse to quantifying unionism, etc.. 
and to understand its specific impact on wage-share, modifying or inten- 
sifying the impact of increasing mechanisation. 

The first part of the study presents basic statistics on aggregate and 
statewise wage-share and the second part analyses inter-industry differences. 
The last section explores the possible implications of trends in wage-share 
on location decisions on the one hand and the frequency of intervention on 
the part of labour on ihe other. 


Trends In Wages Share 


Within that segment of the organised sector represented by the ASI 
(Census sector)? the share of wages in value added has been steadily 
decreasing since 1960 (Table I). In this respect there is a continuity, since 
1949 at least, of the tendency noted and analysed by the earlier studies on ` 
wages-share and trends in real wages. From 53 percent іп 1949, the ratio 
fell to 41 percent in 1955 hovered around that level for next 5 years when, 
a second phase of decline started. This second phase has continued 
although the aggregate ratio seems to be more stable during the 1970s. Тһе 
statewise pattern, however deviates greatly from the aggregate. 

A fall in the proportion of *workers' in total work-force contributed 
to the long trend, but only modestly. Proportion of workers came down 
from 85 .per cent in 1959 to 78 percent іп 1979 in the country as а whole. 
But the statewise picture was just the reverse of that in wage-share, i.e., 
the proportion of wage-earners in total employment declined to a much 
lesser extent and more slowly in those very states where wage-share had 
fallen the most (Punjab-Haryana, Gujarat, Tamil Nadu, etc.). 

On the whole decline has been universal across states, with Bihar and 
West Bengal as the only significant exceptions. However, the timing and 
extent of the decline vary. In Punjab-Haryana, Gujarat, Tamil Nadu and 
Maharashtra the trend has remained more or less unbroken whereas in 
Uttar Pradesh, Karnataka and Andhra sharp reversals have occured. In 
Kerala, on the other hand, the ratio came down only during the latter part 
of the period. What is ОҒ significance is that the list includes seyeral states 
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which have industrialised especially rapidly in the post-independence period 
i.e., in which the growth of a large scale industrial labour market is a 
matter of the relatively recent past. Another point of some interest is that 
the range between the highest and the lowest values of the wage share ratio 
has widened over time. This observation will be referred to again below. 


Components 


Shetty's calculations showed that in the first phase of the decline it 
was the profit component which increased relatively, from 35 per cent in 
1949 to 44 percent in 1960. Salaries were constant at 11 percent and money 
value of benefits increased from 1 to 3 per cent. In the 1960s however, the 
picture changed considerably. The pure salary component started increasing 
from 1962-63 onwards and levelled off at around 19 to 20 percent after the 
late 1960s. Value of benefits was practically constant in this phase. And so * 
too were profits which steadied at 44 to 46 per cent for nearly two decades. . 
Exceptional were the few years that marked the beginning of a decade- 
long industrial stagnation. But while the rate of industrial growth recorded 
a sharp decline in the mid-1960s, profit-share in value added fell barely 
lor2 percent below the long run average. In fact in several states it 
increased all through the 1960s. Profit-share in active units, in other 
words, was scarcely affected by the crisis implying that e.ther the wage rate 
and increments in it or employment itself could be easily adjusted to the 
tendencies in value-added growth. This is a point to which we shall return 
to below. 

The basic tendency can be clarified by placing it in the context of pro- 
duction. The following identity is derived from the profit and loss account : 
Value of Output or Sales (О) = Wage bill (W) + Profits and 

: Salaries (P) + Value of Inputs (I) 
Or, I/O + (W+P)/0 = I 

Ány change in the first term must be balanced by compensatory 
change in the second. Thus, if I/O is increasing,(W 4-P)/O must decrease in 
proportion. We define the profit margin as profits over sales and assume 
that a major objective of the producers is to maintain the profit margin to 
prevent it from falling. It would follow that W/P or W/V must fall, when 
V stands for distributable output or net value added. Depending on the 
composition of inputs used, there can be two interpretations of a rising I/O 
rates and by implication, of a fall in wage-share. : 

Assuming that the intensity of exploitation оҒ labour is unchanging 
mechanization would raise constant capital and reduce variable capital 
components in total cost. Assuming also that the limits of existing techno. 
logy have not been reached, and competition among producers is within 
controllable dimensions, this would at the same time raise the profit margin. 
and reduce wage-share in costs and value-added. Measuring the correlation 
between dégree of mechanisation over time (through changes in Capital 
labour ratio) and worker's share is beset with technical difficulties, but the 
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statistical studies which could overcome some of these found the relation to 
be weak.? ) 

Тһе empirical index, I, however, includes raw material costs which 
would be far less affected by mechanization than components like deprecia- 
tion, energy inputs, etc. If a rise in I relative to value of output simply 
reflects rise in material prices, its implications for profitability would be 
necessarily adverse. In that case, intensity of exploitation must incrcase so 
as to compensate for rising material costs. The impetus would be especially 
strong since material prices in India, to a large extent, are exogenously 
decided. This is so because of the influence on industrial prices of agricul- 
tural prices and intersectoral terms-of trade, of prices of imported materials 
and the significant public sector component in tbe intermediate goods and 
raw material producing sectors. 

Assuming, therefore, that prices of material input appear as exoge- 
neous variables, increase in the material input components establishes 
а certain legical necessity for wage-share to fall (See Table ID. Тһе 
evidence indicates that in practice the depression in wage-slare gave 
profit margins the required stability only in the 1960. Since 1970, 
the profits margin has been steadily falling apparently owing to the 
exhaustion of the possibility of depressing wages further. Of course, the 
possibility that deliberately inflated material prices or depreciation conceal 
a part of profits cannot be ruled out. А study of cost-structure from ASI or 
from company accounts would necessarily involve detailed adjustments for 


Table П Components of Value of Output 





(Percentage) 
10 WIO ° IW P/O 
1960 72.6 11.0 6.6 16,4 
1965 13.6 9.9 77 16.4 
1970 - 75.3 8.6 8.6 16.2 
1975 76.9 7.6 9.8 15.5 
1980 79.1 7.9 11.3 130 


ж 





inventories and for changing and ambiguous definition of some of the. 
items. А preliminary look at the data would reveal that the share of net 
input cost in value of output has gone up from about 68 percent in 1960 
to nearly 75 percent in 1980. Net input cost consists of, in addition to cur- 
rent purchase of materials, withdrawal from stocks, energy inputs, services 
connected with material purchase and other unspecified minor items. 
Although not identical in actual composition, I/W is similar in inter- 
pretation to Kalecki's average material cost-wage cost ratio. Since a secular 
trend in wage-share is at issue, predictions regarding cyclical movements in 
the ratio are not applicable in this case. Nor does recognising its impor- 
tance as a factor in the determination of wages-share make theoretical 
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explanation easier because the state of empirical knowledge about the 
behaviour of material prices and its constituents is far from complete. We 
may also note in passing the relationship that emerges from the data bet- 
ween profitability and overall industrial growth rates. Profitability did not 
decrease at all during the industrial stagnation of the mid-sixties, but fell in 
the late 1970s when actually industrial growth rates have improved. 


Decomposition of Wage-share 
Wage-share can be expressed as the product of two micro-level 
indices, the ratio of wage rate to productivity per manhour and the ratio 
of manhours per worker. If the wage-productivity index is written as 
W/N ] 
W/p = 


ҰМ where М = number of workers 





M = manhours worked 


Nes Wlp - 
r наи (5 y hours per worker 


It is reasonable to assume that conscious action by workers or produ- 
cers would be largely guided by dnd directly influence. the rates of wages 
and productivity, rather than wage-share as such. The wage-productivity 
index may also influence bargaining through demand for wage-productivity 
parity. For simplicity, changes in the ratio resulting mainly from move- 
ments in p will be attributed to increasing mechanization alone. The second 
term, hours per worker, contains important information about the condi- 
tions of employment. It isa measure of the capacity to raise absolute 
surplus value assuming that any increase in the ratio would usually include 
an ‘unpaid’ element. 

The following index numbers show that in the 1960s, the wage-pro- 
ductivity ratio and hours per worker contributed equally to the fall in wage 
share. But in the 1970s, reversal in the latter cancelled out a further fall 
in the wage-productivity ratio. Assuming that the wage-productivity ratio 
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wip hours per worker wage-share 


I I 5: 


Average of 1959—61 100.0 100.0 . 100.0 
1969 —71 93.8 107.0 87.7 
1979—80 88.8 101.5 ` 87.4 


а 
primarily reflects increasing capital-intensity (since increasing p contributed 
more to the decline), the long term impact of mechanization on wage-share 
was negative throughout, but reinforced by the intensity of exploitation in 
the 1960s and neutralised by it in the next decade. The meaning of a rising 
hours per worker in terms of actual work-practices remains to be clarified.” 
Account needs to be taken of inter industry and intersize variations also. 
Neither will be attempted here. 
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Incremental Wage-share 


Wage share can be defined in dynamic terms measuring the workers? 
capacity to claim and acquire a certain portion of the incremental value 
added over a relatively long period. In symbols this measure would be 
AW/AV. In this sense, bargaining strength will be neither increasing nor 
decreasing if A'W maintains a close correspondence with AV. Obviously, 
this situation is consistent with a decreasing wage share. Since the deno- 
minator reflects industrial growth directly, the principal advantage of using 
incremental share is in the possibility of relating industrial growth to wage- 
increments. 

Neither in tendency nor in level the incremental Tatio seems to have 
behaved essentially differently from W/V itself (Table Ш). The changes in the 


Table III : Incremental Wage-Share Index 


(Percentages) 
———————— MÀ er 
; Periods 

State 1960-61 1965-70 1970-75 1975-79 
Punjab-Haryana 27 29 20 7 22 
Karnataka 26 24 33 |^. 28 
Gujarat 36 32 21 33 
Tamil Nadu 37 34 28 32 
Andhra Pradesh 35 24 25 31 
Maharashtra 33 21 24 32 
Uttar Pradesh 34 15 34 52 
Bihar . 35 55 . 19 8 
Kerala ' 43 - 29 29 5 
West Bengal 42 05 41 62 
АП India 36 3l 26 36 


ratio between one period and another are probably somewhat more sharp. 
If these movements are ignored, and attention is restricted to the two cnd- 
points, it would appear that the incremental wage-share has remained 
more or less the same, unlike W/V. 

But the movements themselves make a significant point. Take 1965-70 
for instance, when the incremental ratio almost uniformly declined. This 
was a period when AV had fallen very much below the previous standards 
(from 97 per cent in 1960-65 to 65 in 1965-70). This drop in AV was а 
universal feature, but especially true of the eastern states, Bihar and West 
Bengal. How did A'W respond to this change ? In the eastern states it did 
not move correspondingly and behaved asif it contained a predominant 
overhead content. Perhaps this сап be understood in terms of the signifi- 
cant share of the public sector in these two states, especially Bihar. But 
everywhere else, wages grew even more slowly than value added. The 
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slower growth continued in the next period even as AV improved by more 
than a third. In short, it was as if wages were flexible downwards, accord- 
ing as the value-added situation demand it, and ‘inflexible upwards. To 
some extent, the mid-seventiés saw a reversal of this tendency. 

So far we have been concerned with temporal changes in wage-share. 
The question has been, do wage increments maintain parity with growth in 
value added ? What principally interested the earlier contributors to this 
literature was the cross sectional counterpart of this question, namely the 
interindustry differentials in wage share. This has its specific advantages. 
Data across industries lend themselves to the drawing of concrete inferences 
about the wage determination process, and in particular about the associa- 
tion between wage-share and capital intensity, because interindustry 
differences in capital intensity or employment conditions are more easily 
grasped and measured than are their changes over time. As already men- 
tioned, the association was found to be strong and positive in the wage- 
share and wage-structure literature of the seventies. Section II contains а 
fresh look at the data which suggests that this correspondence cannot be 
unambiguously established. 


Inter Industry Comparison 

To begin with, the correct interpretation of a high cross-section correla- 
tion is not immediately clear. Take for instance, the commonplace distinc- 
tion between ‘traditional’ and ‘modern’ industries. The term ‘traditional’ 
is used in two senses, technologically of a lower order and historically 
prior. The latter is an important feature because it sometimes implies a 
labour force more experienced in organizing, itself such as that exists in the 
textiles. As for wage share both features, and not just the first, predict an 
upward bias in the case of traditional industries. 

Secondly, the correlation may not turn out to be very high if only 
the broad industry-groups are selected for comparison (Table IV). Within 
the highest capital intensity groups (basic metals, chemicals, paper, rubber, 
other engineering and minerals, in that order), wage share in basic metals 
and engineering was relatively high in 1959. Within the least capital 
intensive industries the share could be quite low, asin food and textile 
products. In respect of tendency, except chemicals and engineering, the 
share has gone up, if moderately, in all thesix capital intensive industry 
groups whereas it has declined in textiles as a whole. 

The conclusion must be that while the purely technical effects of 
changes in industry-mix or technology are easily predictable, the labour 
market implications are not. That there would be a labour market impli- 
cation is obvious enough. Firstly, labour intensity or average size of a 
unit in terms of labour will not be neutral with regard to organisation 
possibilities. Thus, within the traditional sector wage-share can be fairly | 
low іп industries dominated by small scale units such as rice mills, flour 
mills vegetable oils, dairy products, and so on. Secondly, different industries 
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Table IV : Wage share by Major Industry group 





o . .. (Percentage) 
ж... 
: Year 

Industry 1959 1969 1971 

nes 
Food, Beverages, Tobacco 21.6 24.4 33.3 
Cotton Textiles 59.0 58.0 — 48.0 
Jute Textiles . 51.0 70.0 55.0 
Other Textiles 37.5 32.0 33.4 
Paper Products 32.0 35.0 34.0 
Rubber Products 21.0 28.0 25.0 
Chemicals 19.0 19.0 19.0 
Mineral Products 32.0 34.0 34.0 
Basic Metals — 33.0 41.0 38.0 
Othe Engineering 44.6 41.6 32.5 
АП Industries : 37.0 35.0 33.0 


A ay 
have different histories and organizational structures. The relatively high 
wage share in basic metals surely has something to do with its significant 
public sector component. A longer past need not always imply more 
militant organisation. The historical conditions in particular can be specific 
to regions and entrepreneurship. For instance, the low wage-share in 
chemicals can be partly associated with its initial concentration in Gujarat, 
traditionally known for low. incidence of labour trouble. 

Interconnections between industrial structure and regional features is 
an interesting question. A particular result of Table IV is relevant in this 
context. Note that the range between the highest and the lowest values of 
the wage share has been decreasing over time, especially if the erratically 
behaving jute textiles is excluded. Earlier we had seen that in interregional 
variatians quite the opposite thing is happening, the range is increasing, 
Locational changes can account for both. Movements of a wide 
range of industries towards low wage regions can bring down the inter- 
industry differentials while at the same time accentuating the regional 
specificities. Such broad locational changes have occurred in engineering 
and cotton textiles in the 1970s, away from West Bengal and Maharashtra 
into Punjab-Haryana, Tamil Nadu, Andhra and Karnataka. 

The wage-structure literature also indicated decreasing correlation 
between capital intensity and wage-share at the micro level. The actual 
correlation is between ranks of labour productivity and wage-rate across 

‘industries, calculated on the basis of different industry samples. The level 
of the coefficients vary widely from one study to another, though on the 
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-. whole there is weak indication of a fallin the coefficient in the sixties. If 
we compare the situation in two more recent time-points with that in the 
early sixties, this becomes especially clear. » 


r 
1960 0.83 
1964 0.73 
1969 0.39 
1974 0.34 


If the raw data are closcly examined, it would become apparent that 
this tendency was largely a result of discrepancies between wage rate and 
productivity within the traditional sector. 


Implications of Wage Share Trends 


Do apparently unrestricted possibilities of depressing relative labour . 


costs encourage investment ? Investment decisions as such would be too 
complex to admit of simple correlations. But as suggested above, location- 
decisions (regional industrial growth differentials are assumed to reflect 
locational trends) are likely to be sensitive to wage share. We have tested 
this association through two types of relations : change (decrease) in the 
state wage-share ratio between t and (t+5) and state industrial growth rate 
in the same period (А); and the size of the ratio at t and growth rate over 
. tto (t--5) (8).° The latter relation tests whether or not producers worry 
about the precise division of income into relative shares. The first measures 
the importance attached to the expectations of a continued decrease in the 
ratio. Two growth rates are considered, output and employment. Where 
. they differ, the interpretation should be that the employment-intensive 
industries behave differently. We then have four different relationships, 
computed for four sets of sub-periods (Table V) 


Table V : Coefficients of Rank Correlation between Industrial 
Growth Rates and Wage-share across States 


t 





1960 1965 1969 ` 1974 
А: Output 0.51 0.38 0.50 0:33 
Employment 0.27 0.23 --0.08 0.12 
B: Output — ` —0.11 022 . оп 0.33 
Employment 0.25 0.43 0.55 :0.25 


On the whole, industrial growth differentials іп output seem to. be 
more sensitive to changes in wage-share and the relationship operates with- 


out the lag postulated. Employment, however, depends more on the Јеуеіѕ. 


-of wage-share. Nevertheless, both the models corroborate that the most 


significant locational adjustments occurred within the decade 1965 to 1974. . 


This is significant, dor what we know about the Porlod= SUD intensity of 


М, 
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labour-unrest, the novel techniques of intervention employed by labour and 
producers' bitter reactions to that— make the late-sixties rather special, 
Output, as we have noticed, is insensitive to levels in wage-share with the 
exception of the late 1970s. This somewhat greater response of growth 
differentials to levels of wage-share is implied by our earlier finding that 
the range between the actual ratios has gone up over time. 

These.correlation results do establish a prima facie case that capital 
mobility has been associated with tendencies in the local labour markets. 
These tendencies probably became sharply articulated in the 1960s when 
the rate of industrial growth was subdued. Regional differentiation in the 
labour market ensured that the possibility of depressing relative labour cost 
as growth rates fell were not uniform. Locational changes followed, in 
industries which could be otherwise highly mobile such as metal-based or 
textile industries, mainly from the bigger enclaves to the recently industria- 
lized regions. Predictably, these movements have slowed down in the more 
recent years with a similar slowdown іп wage-share tendencies. 


Disputes 

` So far wágé-share has been treated ав а passive variable. Tt is far 
from so in advanced capitalist countries where, *whenever statistics have 
shown a slight decline in the wage-share in national income, labour leaders 
have pressed for higher wages to restore the position’. Although the 


Table УІ: Workers in Dispute as a Proportion of Total Employment 








(Percentage) 
Year 

State 1960 : 1965 1970 1975 1980 
Punjab-Haryana 0.4 0.6 12.4 1.4 5.3 
Karnataka 5.5 9.3 6.5 2.7 11.9 
Gujarat 0.5 09 ^ 5.8 1.4 6.2 
Tamil Nadu 18.5 — 11.4 12.1 16.0 
Andhra Pradesh 4.4 2.8 6.2 3.9 8.7 
Maharashtra 18.5 17.3 14.5 - 5.3 8.4 
Uttar Pradesh 1.7 2.8 5.6 2.5. 4.7 
Bihar : 2.8 1.7 8.3 62 — 5.6 
Kerala 39.9 25.2 11.4 3T 52 
West Bengal 9.1 6.7 222 16.7 14.8 
All India 8.0 ^ 64 10.5 5.8 - 8.3 





Source : Indian Labour Year Book and Employment Review 
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labour-market in India is essentially fragmented and a bilateral monopoly.. 
situation in bargaining rarely obtains even within a single industry, a long. 
term and fairly universal fall in wage-share in income should have at least. 
an indirect influence on wage-bargaining. What we are postulating is a 
rising tendency in industrial disputes sometime towards the end of the. 
twenty-year period. Taking workers involved in disputes as a proportion 
of total organised sector employment to be the index, we observe that this 
has indeed happened, though the break in trend cannot be very precisely 
located (Table VI). The tendency however, appears clear only if we make 
an allowance for the repression of the emergency. The long-term trend is 
„especially noticeable in the case of Punjab-Haryana, Gujerat, Andhra · 
Pradesh, Uttar Pradesh and Bihar. This isa significant result because all 
are recently industrialised states in which wage-share has decreased sharply 


between 1960 апд: 1975, : 


1. Kanta Ranadive, ‘Wage-share іп Organized Manufacturing Industries in India, 
1946-57. Artha Vijnaua, December 1961; М.М. Dadi, Income Share of Factory 
Labour in India, New Delhi, 1973 and S.L. Shetty, ‘Trends in Wages and Salaries 
and. Profits of the Private Corporate Sector’, Economic and Political Weekly, 
October 13, 1973. See also the industrial wage-structure literature of the seven- 

„ties. Bakul Dhalakia, С.К. Johri. and N.C. Agarwal, Deepak Lal, P.C. Verma, 
P.K. Sawhney, T.S. Papola, et. al. contributed on this theme mainly in Indian 

- *. Journal of Industrial Relations and Indian Journal of Labour Economics. Two 

concerns were prominent in Ranadive's study, cyclical behaviour of the share and 

influence of shifts ,in industrial composition on wage-share. A ‘contracyclical’ 
tendency:was found to operae but underlying the short-term changes, a secular 

trend could be identified especially after 1952. Structural shifts were indeed a 

significant influence on the aggregate wage-share, but according to her, ‘the wage- 

share would have declined.even with an uncharged industrial composition’. Dadi 
carried out tests of correlation between, capital—labour ratio, based on estimates 
of capital stock adjusted for age-composition, strength of labour organisation, 
skill-mix and wageshare. Capital-abour ratio was found significant for across- 
iudustry differentials in wage-share, levels but not for differentials in temporals 

changes in the share. 4 . 

2. Тһе census sector of ASI represents, about 80 per cent of total employment in 
registered factories. Its coverage extends to a substantial part of the registered 
small-scale factories as officially defined. Data on the unregistered manufactu- 
ring sector. are available from the National Accounts but prevalence of household 
enterprises,in this sector makes it difficult to unambiguously define ‘wages’ and 
‘wagesbare’. Jf these difficulties are. ignored, wage-share has declined in the 
unregistered sector as well and the trend has remained unbroken. See P.R, 
Brahmananda, ‘Economic Theory and labour Economics’, Presidential Address 
at the 26th Indian Labour Economics Conference, Mysore, 1986. 


3. М.М. Dadi, op. cit. | 
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4. Average length of shifts being legally fixed, increase in ‘unpaid’ hours per worker 
. can imply reduction in the number of paid holidays, average absenteeism, average 
duration of rest-periods or employment of workers with inferior rights such as 
“budli’. " P 
5. 1960 and 1964 figures are from Dholakia, op. cit. 
6. Growth rates are from Tirthrnkar Roy, ‘Interstate Variations in Industrial 
` Growth in India, 1960 to 1979-80’ M. Phil dissertion of the Centre for Develop- 
ment Studies, Trivandrum, 1984. 


(A shorter version of the paper was presented at the 27th Indian Labour Economics 
Conference at Mysore, April 1986) 


Book Review | 


І Те Circle of Reason 


Amitav Guosu, The Circle of Reason, Hamish'Hamilton, Rolli Books, Rs. 49 


SOMETIMES from а double-decker bus you could see a whole refugee 
bustee encircled by gun-toting C.R.P. uniforms. It was simply another day 
in Calcutta of the early 70s, There were also evenings when your elders . 
told you of sonar bangla, of a wealth of fish and land which dissolved in the 
nightmare of riots, war and exile. And the story continues, enfolding in 
everyday sights and headlines : the Nellie Massacre, burnt houses which 
once belonged to Sikhs in Delhi, labour contractors leading a flock of rural : 
poor from Orissa to Kashmir, proposals for a boundry wall on the Bangla- 

' desh border...... The history of our sub-continent, especially of its 
northern part, has never been able to take its continuities and culture for 
granted. A life of constant movement and violence has incessantly serrated 
our roots. i . 

It is not often that we choose to acknowledge the restlessness of our. 
lives. When we do, as in Attia Hosain's Sunlight On A Broken Column, it is 
seen simply as a dislocation from a settled childhood. Amitav Ghosh's The 
Circle of Reason presents a much more enigmatic appreciation. It combines 
within itself an uncompromising restlessness with a poise and control that 
suggests peace rather than longing. This is remarkable, for really The 
Circle offers nothing which it can call home. Initially located in a refugee 
village, the story refers back to Bangladesh and Calcutta, finally moving to 
the Middle East via Kerala where it reaches its denouement in a desert of 
shifting sánd-dunes. And all the while it travels through environments 

' which are never entirely rural or urban. Nor do its ideas provide a stable 
attitude. Each idea evolves from the story, posing a challenge to the 
preceding one and is itself qualified by a succeeding understanding. Even a 
basic element like Time, is not uniformly patterned. The Circle is an epic of 
restlessness. And yet, the calm... . 

Science, philosophy, history, politics, culture, art, language, the joy 
of living, the despair of repeated loss—these are only some of the strands 
which make the scope of this novel fairly formidable. And like a conjurer, 
its restless energy provides at each moment and at all levels, ‘a fresh dis- 
closure. The level of the story, for instance. The novel provides not one, 
but many stories, each equally appealing and important. . 

Basically there are three stories knitted around three characters. The 
first part unfolds the story of Balaram, a nationalist entranced by the Life 
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of Pasteur. His obsessive idealism leads him to treat people as objects 
either of observation or of change ; a trait which makes him self-destruc- 
tive as he gets entangled with his alter ego, Bhudev, a Congressman, who 
though motivated by cynical considerations looks at people in the same 
way as Balaram. The second part revolves around Zindi, the earthy, practi- 
cal, zestful trader whose presence brings together a community of Indians 
іп the Middle East. The second part moves forward through Alu, the 
nephew and only survivor of Balaram's family. He brings this community 
to death and destruction by his attempts to create a co-operative com- 
munity which tries to dispense with money and trade. Finally,the third 
part structures itself around Mrs. Verma who in defiance of all rational 
scepticism, creates in the desert an oasis of Indian community life. The 
. novel, however, moves on as Alu, Zindi and Jyoti Das (a police officer who 
. follows Alu from tbe first part, having taken him for an extremist) finally 
leave Mrs. Verma and the desert, bound for destinations which are to 
be discovered through hope. The main source of continuity is the story of 
Alu and Das, which is structured on the thriller format, and talks ofa 
' relationship which, being based on officialdom and power, cannot acknow- 
ledge its human connections. А 

A large part of the pleasure in reading this novel is the immense 
fertility and zest with which it tells stories. While the bare outlines sketch- 
ed above move over continents, an infinite number of stories ranging back 
and forth in time are clustered around it. The Circle is specifically a con- 
temporary work. One of the main sources of the freshness of writers like 
Marquez and Losa istheir genius for story-telling, a facility that has 
created new possibilities for the novel, while making serious reading a 
pleasurable, accessible and popular experience again. 

The way Ghosh tells stories, makes story-telling itself a way of 
looking at the world. By letting his storiesinterplay with time for instance, 
Ghosh achieves a fairly original synthesis of two different cencepts of time. 
Generally novelists tend to stick either to a chronological narrative or 
dissolve time into a kind of duration where past and present are indistin- 
guishable. Ghosh chooses to engage in а different, more subtle adventure. 
The novel starts in the past with Balaram's excitement at exploring the 
shape of Alu’s skull, moves further back in time to Balaram with his 
friends, all in their mid-thirties, returns to Balaram's relationship with 
` Alu, moves forward to the present with Inspector Das interviewing Gopal, 
` a friend of Balaram's, and then slips back to the beginnings of Balaram's 
life and career in Presidency College. Each story unfolds in linear time. 
Much like the phases in a raga each maintains its distinctiveness, And like 
a raga, the theme and concerns of the novelist weave-them together in a 
siagle flowing texture Each story, whether it moves backwards or forwards 
in time, continues arid explicates the previous опе. The final experience is 
an extraordinary achievement in which past and' present co-exist while 
constantly asserting their difference. 0-02-02 0. ; 
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But Ghosh does not rest’ here. Іп fact The Circle does not havé à 
single conception of time. Or rather, it explores the many possibilities 
offered by the general idea of time, In the second section Ghosh traces a 
different relationship between the past and present. This shift has nothing 
gratuitous about it, for the difference flows from the thematic design. In 
keeping with the tone of vibrant and spontaneous involvement with living 
(exemplified in Zindi), the distinction between the past and present is 
emphasized in the second part. While offering the Damanhouri story as a 
possible interpretation of the star episode, Abu Fazl never loses sight of 
the fact that the tale he tells is from the past. On the other hand, presi- 
sely because the first part is built around Balaram who belongs to the part, 
the aspect of co-existing time dominates to bring this whole section close to 
the structure of memory. 

The story does not stop even here. А delicate network weaves con- 
nections between different phenomena, and removes any claims to absolute 
autonomy which they may generate. While the overall design patterns 
time, in its turn the arrangement of time moulds history. 77e Circle 
presents history as a collective memory embodying a symbiotic relationship 
between past and present. The past, a reference point for understanding 
what is happening now, is equally dependent on the present which deter- 
mines how we look at it. Dantu, Balaram's friend, a secondary character 
in the first part, surfaces again as Hem Narain Mathur, a crucial presence 
in the third section, for the immediate concerns of this part demand a 
greater attention to his history. The mobility with which history traverses 
past and present is indeed due to the fluid pattern of time ; yet time, with 
the poise and flavour of oral recapitulation coupled with chronological 
references, never lets us forget that history is situated in the past. 

The perception of history evolves from the novel; and Ghosh never 
attempts to bulldoze history into some other preoccupation. History 
retains its historicity, as a process which hinges on characters who are 
representative of important historical tendencies—whether it is Balaram 
the idealist Bhadralok, or Bhudev the lumpen Congressman who unnerv- 
ingly talks of mass media and straight lines, or even Damanhouri the one- 
eyed fantasy of the fledgeling bourgeoisie. What does happen, however, is 
tbat history is refracted through different mediums: in the first part, 
through ideas on science and change, and in the second section, through 
the Damanhouri story, as a narrative from which earthy lessons are to be 
drawn. Тһе difference in historical understanding corresponds to the 
distinction between an intellectually cosmopolitan culture and a more rural 
one. Being memory, history is fashioned by the way people collectively 
look at their inheritance. It is subject to culture. 

What we have here is а novel that organizes by әсіре соппес- 
tions, distinctions and possibilities, rather than putting everything together 
in a symmetrical design. Each aspect of The Circle is gathered into a 
process of constant change. And despite its'formidable array of interests, 
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it never stumbles into chaos. Everything is seen in relationship, both inter- 


nally and with other areas, being dependent finally on the way the novelist 
looks at life. The balance The Circle achieves through this, creates also an 
original possibility for the novel itself. - By disallowing absolutes, Ghosh 
is.able to break free from the constraints of conventional realism. At the 
same time, because of the ability to acknowledge the separateness of each 
area of life, it does not suffer from the introspective -formation that markg 
many a modernist novel. The Circle flourishes in the new space opened 
up by writers like Marquez, where the style organises by synthesising 
collectively acknowledged categories of reality with the logic and mé ta 
phors of the artist's imagination. But it is not enough to say that Ghosh 
follows in the wake of these writers. His novel also creates a new avenue, 
one which is less lyricised, more responsive to the specificity and multi- 
facedness of experience while evincing an increasing intellectual curiosity 
about the life it unfolds. “It is this style which provides a rest in the swirl- 
ing festlessness and violence that pervade the theme and action of the 
novel : if there is a home, it is to be found in the way we perceive and relate 
to our world. Тһе calm that is affirmed here, has within it a great deal 
of humanism, for through it The Circle is able to avoid the obsession with 
fragmentation and helplessness that has gripped so much of western art. 


Equally important isitsimmediate relevance. The novel has made 
its appearance at a time when our country seems to be headed towards 
one of the goriest chapters of its restless existence. Already the battle lines 
are being drawn. On the one hand the discontinuities within our heritage 
are increasingly being interpreted as negations of any linkages within that 
tradition." On the other hand the dominant tradition is coming to regard 
itself as the only legitimate source of our complex culture. The alternatives 
recall the meniory of two terrible possibilities : 1947 and Biafra. The 
importance of The Circle lies in living another process, one which suggests 
that any relationship must encompass both similarity and difference, and 
to acknowledge this, given our immediate challenges, would be to explore 
and create a wholeness immeasurably richer than any narrow nationalist 
cliche. | 
Ultimately of course, the seriousness of Ghosh's understanding 
springs from the fact that it is not ‘easily’ acquired. The Circle takes a lot 

of beating, tracing a repeated pattern of achievement and loss. In all 
three parts the novel finds patches of settled community life. Each part is 
-a tale of attempts to better society, efforts (except, with qualifications, the 
last section) which flame into destruction and exile. Yet the novel does 
not slip into cynicism. The way it looks at -its stories ensures that the 
urge to mould a better life remains undefeated. Тһе style of The Circle, 
the location of its ‘home’, also gives it hope. 

This hope is important. For The Circle leads us into an universe which 
is spectacularly destructive. Even a suicide burns down fifty houses. And 
Ghosh never lets us find comfort in categorising these events as ‘literary’ 
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metaphors. The whole, novel lives this large, metaphoric existence. The 
characters—whether it is Balaram with his carbolic acid, ог Zindi frantically | 
trying to buy a. shop—become metaphoric by'the sheer intensity of their 
obsessions. “Тһе metaphor then is not a matter of presentation ; 'it arti- 
culates the urgency, which the vulnerability of human understanding and 
life, generate in the novel. The fate of whole cultures is involved. The 
flames of the known world which Alu.looks on at the the end of part one, 
are also the flames of positivism, ‘which dominated not merely western: 
but a great deal of international thought. The importance of the issues 
involved make the metaphors in The Circle a grim prophecy. ` 

Ч However, the novel is too assertive of life to make the kind of state” 
ment which says that the fate of humanity is inevitable. Its prophecy 
warns rather than dictates. By displaying life lived at its fullest, it always 
communicates a. sense ‘of alternate possibilities. And in an age that has 
got accustomed to the prospect ‘of annhilation, this is по small achieve- 
ment. Nor is it easy to grasp the centrality of human choice, which itself. 
assumes that many choices are.possible. It liberates the. relentless logic of _ 
Balaram's actions . from any sense of fatalism, and makes it a humanistic. 
protest against the myopia of idealistic convictions. For Balaram's inhuma- 
nity is inherentin the way he, looks at people. By denying people their 
status as living beings, Balaram has already courted death. Yet the.inten- ` 
sity of'Balaram's beliefs and the love with which Ghosh draws his. 
character, makes his destructive ‘absurdities so human. The novel speaks 
again of the old tragic anguish, of the fullness of human life and the 
blindness that destroys it. But then The Circle is also an epic novel. 
Though Balaram’s death may be an important moment, it is, after all, only 
a moment in the course of the novel. Unlike Golding and a host. of 
western: authors, Ghosh'/is able to avoid fetishising destruction. It is not 
death which gives meaning to life. On the contrary, by showing life as a 
journey larger than death, The Circle makes death find its identity in the, 
horror and' sadness which embalms this process. 

The vision of life as a process transforms the restless world of. this, 
novel. Restlessness loses its meaning as displacement or instability. 1 
becomes, іп Ghosh's hands, a dynamic urge to find a complete relationship 
with the rich diversity of our world, which is achieved in the organisation 
of the novel. The position, however, can never be final, for by acknow- 
ledging the supremacy of life, it has to subject itself to the rush of ехре- 
rience. The world of cotton—spinning, for instance—is initially projected 
as an alternate ethos to Balaram's universe epitomised in phrenology. , 
Cotton brings together language, art, work, love, giving its practioners а 
lively connection with the world. And yet it is pathetic, for the world to 
which it-belonged is gone. -Wnable to comprehend the new violent world, 
the language of jamdani dissolves into commerce and destruction until all 
that is left are Alu’s ten fingers-to serve as a reminder of what was pos- 
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sible, and a hope that this possibility would be the basis of a fresh, com- 
prehensive language. - _ . » ; i - 

Тһе many achievements of the ‘novel make the last part somewhat 
disappointing. It fails: to. live the earlier fullness of experience. There is 
something forced here; the meticulous detail with which ‘the deserts of 
Arabia are Indianized gives. the feeling that a thesis is being imposed. In 
any case, in the light of what had been done, is the search for an obvious 
resolution necessary ? True, the novel leaves Mrs. Verma behind. But the 
fact remains that she is not questioned at all. By centering the last section 
оп а clear-cut confrontation between Dr. Mishra, the cynical nationalist, 
and Mrs. Verma, the organic innovator, Ghosh seems to deliberately 
schematize the structure, so that Mrs. Verma is glorified at the expense of 
her rival. It is not then, as if Mrs. Verma’s life is simply one of the many 
possibilities offered in the novel. It has a larger significance, one that is 
made to hold hopes of regeneration. 

ET "The seriousness of Mrs. Verma’s depiction also poses serious problems . 
for the approach of the novel. Clustered around it is a danger and a silence 
which vitiates mucb of the wholeness of the novel. The danger lies in the 
way Mrs. Verma self-consciously creates an oasis of Hindu culture. 
In a multireligious and multi cultural country like ours, this does 
seem à brittle short-cut home. For while the obvious point is that reli- 
Bion cannot be completely severed from culture, the equally impor- 
tant and more interesting problem is to approach the process evolving from 
the relationship between different cultures. Continuities must be found 
in the present, and not only recovered from the past. Otherwise Mrs, 
Verma's efforts, especially at a time when communalism beckons threaten- 
ingly, can easily be construed as an expression of Hindu zeal. More so, 
because it leaves a silent space which can only be filled by the denseness 
of uncritical belief. This area itself is formed by the tangential view of 
social change. Mrs. Verma's idea of change rests on a personal recovery of 
tradition, rather than on making society as a whole more human, a pro- 
blem ,which was raised through both Balaram and Alu. Their answers may 
have been flawed, but the questions they raised, remain. What does one 
do with the cynicism of Bhudev, or the inhuman on rush of colonialism 
shown so vividly іп the Damanhour story ? No doubt, Ghosh has made 
an effort to tackle the problem though the figure of Hem Mathur. But 
the thematic relationship between Mrs. Verma and her Lohiaite father 
does not seem convincing; nor does the celebration of Mathur, whose 
qualities concern personal integrity and proximity to the oppressed, fully 
challenge the problem. 

However, it is not as if the third section denies altogether possibilties 
created in the preceding portion. Ghosh is far too talented a writer to 
leave us with less than an ambigious effect, even at his weakest. Despite the 
liveliness, intelligence poignancy and zest for affirmation in the third part, the 
problems remain serious precisely because of the importance of the novel as 
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a whole. And they are not problems with easy solutions, for they are yet to 
be resolved by our understanding, action and process of living. In brief it is 
this: the problem of human survival has become dependent on finding the 
connection between a full conception of relationship and of social change. 
The problems of ourcountry are also what we share with the rest of the 
world. For the growing internationalisation ofthe world has, by throwing 
different cultures and societies together, emphasized their distinctions. How 
can we prevent these distinctions from becoming antagonistic.to a point of 
no return 7 And сап this be done by simply appreciating distinctions, ог 
does it need a different social perception, which proceeds not by exclusion, 
but dialectically ? The Circle provides a problem, a hope and a direction. 
Need we expect more from a work of art ? 


P.K. DUTTA . 
Bhagat Singh College, 
Delhi University, Delhi. 
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Editorial Note 


` SOME TIME ago we had expressed our intention of taking up the 
agrarian question for deeper study in the pages of the journal. In keeping 
with this intention, we devote the current number of Social Scientist 
exclusively to a discussion of capitalist transition in agriculture. 

The overall transformation of a society in the direction of capitalism, 
as is well-known, need not entail an immediate, parallel development to- 
wards a preponderance of capitalist (і.е., wage labour-based) farming in 
agriculture. Lenin had noted this phenomenon for the United States. But 
whether it is the U.S. or France or Japan, agriculture in advanced capitalist 
countries is far from being characterised’ by the exclusive preponderance 
of wage-based cultivation and this situation is not even likely to change in 
the near future. This however does not mean that agriculture іп the 
countries remains partly pre-capitalist in any meaningful sense of the term. 
Rather, as Terry Byres argues in the lead article, agrarian transition within 
the overall context of capitalist transformation of society can take diverse 
forms. . Capitalist transition in agriculture must not be understood nar- 
rowly to imply exclusively a transition to the capitalist form of cultivation; 
rather, it should be understood in the somewhat broader sense of entailing 
a transformation of the agricultural sector in a manner which subserves the 
overall capitalist transformation of society. The precise form of the 
agrarian transformation has varied from case to case, depending upon the 
precise historical context and the class-configuration obtaining therein, 
Classical Marxist discussions of the subject have focussed attention on two 
particular variants of this transformation : the Prussian and the American 
paths. But, the author feels, it would be entirely in the tradition of 
Lenin’s analysis to extend the comparative method, so tichly and fruit- 
fully employed by him, to distinguish between several alternative variants. 
He accordingly discusses the form that this transition took in a number 
of different cases, England, France, U.S., Prussia and Japan, bringing 


-out the specificities in each case, and locating them within the overall con- 


text of capitalist transformation in each situation. 

Utsa Patnaik’s paper is based on another important insight of Lenin, 
namely that developments in agriculture are often obscured by an incor- 
rect aggregation of data, which permits the drawing of a host of neo- 
populist and anti-Marxist conclusions, e.g.,-the superiority of petty-pro- 
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duction over large scale production, the absence of any systematic 
tendency towards differentiation within the peasantry, etc. She uses the 
extent to which outside labour is used relative to family labour, or the 
extent to which family labour works for others as the criterion for group-. 
ing cultivating households into categories such as landlords, rich peasants, 
middle peasants, and poor peasants. .Employing this criterion for classi- 
fication, derived from Lenin’s tradition as against the usual official classifi- . 
cation according to acreage groups, to primary data collected from 
Haryana, she obtains а set of striking results, from the statistics : inputs 
used as well as outputs obtained per acre increase noticeably with class- 
status ; marketed output as а proportion of total output also increases 
with.class-status ; the Green Revolution technology is unevenly distributed 
across classes ; and only.the labour-hiring classes obtain surpluses while 
all the others register deficits. These results strongly question the validity 
of neo-populist conclusions abut the .superiority .of petty-production. 
Since a. prevalent explanation of such alleged superiority is the supposedly 
lower production, per acre іп labour-hiring farms, her results constitute a 
direct-refutation of such hypotheses. 

Growing, differentiation within cultivating households is also the 
theme.of Atiur Rahman’s paper.. Using a variety of data, from secondary 
sources as well as from field surveys conducted by himself, the author 
underscores.not only the extent of differentiation which ‘exists in Bangla- 
desh, but also the fact that this differentiation .has been increasing ; what 
this differentiation.appears to have been increasing at a faster 
pace,in areas which have acquired some “Green Revolution” technology. 
With-a process of dispossession of the poor and enlargement of the rich 
holdings underway, efforts .at ‘characterising of Bangladesh society as 
being ina “‘quasi-stable equilibrium” lack any factual basis. The neo- 
populist view of-a stable. peasantry cannot derive any sustenance from the 
experience of Bangladesh. 

‘We hope the papers .presented in this number will stimulate wide- 
ranging -discussion ,on.the agrarian question and the processes of transi- 
tion. We shall try and publish-more on these themes in our,coming 


is;more, 


numbers. 


е 
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s T. J. BYRES* 


The Agrarian: Question, Forms of Capitalist Agrarian 
Transition and the State : An Essay With 
Reference to Asia . 


Of course, infinitely diverse'combinations of elements of this or that type of 
capitalist-evolution are possible, and only hopeless pedants could set about 
solving the peculiar and complex problems arising merely by quoting this or 


that opinion of Marx about a different historical epoch. 
: (Lenin, 1964a : 33) 


» 


In the effort to understand the history of a specific country a comparative 
perspective can lead to asking very useful and-sometimes. new questions. 
There are further advantages. Comparisons can serve as a rough negative 
check on accepted historical explanations. And a comparative approach may 


lead to new historical generalizations.- 
(Barrington Moore, 1967 : xiii) 


Terrain to be Covered and Preliminary Observations 

THE GUIDING principle of this workshop: is the belief that careful use 
of the-comparative method can illuminate the nature of agrarian trans- 
formation in the poor countries of Asia. That is a principle to which I 
strongly subscribe: This paper is an attempted exercise in the comparative 
method. 

Тһе:рарег is pursued within the framework of Marxist political 
economy. The comparative method is not, of course, confined to a politi- 
са! economy approach. It can be fruitfully. deployed within any of the 
ayailable paradigms. It is, however, my view that it is at its most powerful 
when pursued in political economy terms. 

My concern is with the agrarian question and the possible manner 
of its resolution in certain Asian countries in which a capitalist path is 
being. attempted. It is thus that I interpret “agrarian transformation’. 
Successful ‘agrarian transformation’ I read as successful ‘capitalist agrarian 
transition’. I will define the-relevant terms—‘agrarian question’ and 
‘agrarian transition’—carefully in section П. They have- several layers, of 
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meaning, all of them important. Let me here indicate the very broad 
sense of ‘agrarian transition’ which I will maintain. 

. By ‘agrarian transition’ I understand those changes in the country- 
side necessary to the overall development of capitalism or of socialism, and. 
to the ultimate dominance of either of those modes of production in a 
particular national social formation. That is a deliberately broad reading. 
It is, however, the one which I find most useful. Space precludes treatment 
of socialism in this paper. My concern is with the capitalist path. That, in 
all conscience, is demanding enough. 

My aim is to explore some of the differing forms — differing not in a 
trivial or epiphenomenal, but in a substantive, sense—that capitalism may 
take in the countryside in Asia (socialism, too, will take differing forms, 
but that Ido not consider). In so proceeding, I take the logic or the 
‘laws’ of capitalist development, which must be explored theoretically, as 
primary (and would proceed similarly if treating attempted socialist 
development). It is within that overall logic, or those ‘laws’, that differe- 
псев-аге pursued. 

Ina properly comprehensive treatment, I would, also, contest the 
possibility of a ‘third’, or ‘populist’ path, which isheld to be neither 
capitalist nor socialist. Space precludes that, too (for some of the relevant 
arguments see [Byres, 1979]). 

I would stress that no attempt is made to secure a fully comprehen- 
sive analysis of all Asian countries. That degree of detail and mastery of 
individual cases are well beyond the scope of a single paper. 

Thus, for example, consideration of the countries of Western Asia/the 
Middle East is not attempted. Nor is full coverage of other regions of 
Asia essayed. Rather, my aim isto consider the broad alternative paths 
of capitalist transition that have been attempted by, and have been suggested 
for Asian countries. The treatment is rooted in a consideration of the 
actual experience of those Asian countries which have secured a successful 
capitalist agrarian transition: and which have been especially influential, 
therefore, in the realm of prescription. These happen to be in East Asia. 
I shall try to suggest what general lessons, if any, might be drawn from 
such. experience. Even this more limited endeavour is sufficiently daunting. 

The ‘exposition will involve reference, also, to some non-Asian 
countries, from whose apparent history influential models have been 
abstracted. These models are influential in the present context, in as much 
as certain crucial interventions have been made; both in the colonial past: 
and in the post-colonial era, in conformity with them; and to the extent that 
Asian realities are sometimes judged against them. Мо analysis of the 
agrarian question can be complete without this component. In my 
observations here, I shall try, in whatever small compass, to identify the 
actual broad contours of capitalist agrarian transition, as these emerge from 
the work of historians. These may differ in certain important respects 
from elements of the model that-has been in use in the past and which may 
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still be in use : elements sanctified by usage may be difficult to dislodge. ` 

This latter exercise has the effect of revealing more diversity of his- 
torical experience than is always acknowledged. Treatment of the Asian 
countries, both in the pre-Second World War era and in the post-colonial 
epoch, extends that picture of diversity. One of the arguments of this 
paper is, indeed, the need to recognise and to come to terms with substan- 
tive diversity. 

Itis worth commenting on the chosen units of comparison, For 
present purposes, these are nation states, or, in political economy terms, 
national social formations (the existence of sub-national or regional social 
formations being of importance, especially in large nation states). Marxist 
discussion of the agrarian question has always proceeded in such terms. 
There. are, indeed, strong reasons for so proceeding. Modern nation 
states do each have a unity which invites comparison at that level. 

In the attempted capitalist case, that unity derives from several 
sources! One is the existence of dominant classes, with a common set of 
interests, which operate ata national level. One Such set of interests is 
given by the existence, increasingly, of national markets : product markets, 
capital markets, labour markets. Dominant classes, indeed, have a common 
opposition to subordinate classes, which шау operate at supra-regional 
levels. A second source of unity is the nature of the state and its activities, 
The state acts on behalf of dominant classes, often at а national level; it is 
usually involved in some form of national planning, which, however 
ineffective, does reinforce national priorities; its fiscal efforts are national in 
scope and have a unifying influence; Ив creation and operation of a public 
sector straddle regional influences; it controls subordinate classes, and where 
they threaten class-for-itself action, perhaps ona national scale, it may 
move decisively against them;it takes steps,sometimes apparently at variance 
with the interests of dominant classes, to keep the whole social formation 
from bursting asunder, and this may underpin the unity of the nation 
state. These influences operate as -much with respect to the agrarian 
question and agrarian transition as in other spheres. 

We note the centrality of class analysis to the political economy 
approach. An understanding of the agrarian question and of the differing 
forms that transition may take depends critically upon class analysis. We 
note, also, that part of the concern of this paper is with the nature and 
activity of the state in relation to the agrarian question and agrarian 
transition. That, too, is crucial to understanding the relevant issues, 
I would stress that the state is zot the paper’s major preoccupation. It is 
impossible, however, to consider the relevant issues without reference to 
the state. ~ 

It is necessary, however, to stress the desirability of employing the 
comparative method within nation states. This is especially so for large 
nation states, like India (or China, were we considering the attempted 
Socialist case). Within such states substantive diversity exists (although 
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this may'be- true, also, of smaller national social formations) Thus, Í, 
would submit, there'is a sense іп which, the postulated unity notwithstan- 
ding, it may be as unilluminating to proceed in terms of the agrarian 
question in, say, India (or China), as it would havé been so to conceive of 
the agrarian question in Europe in the late nineteenth century. Опе сап 
of course, define the agrarian question in general terms. At one level, 
then, there may well have been an agrarian question in Europe. But, 
at the heart of Marxist writing on the agrarian question in the late nine- 
teenth and early twentieth ‘centuries was, precisely, an attempt to identify 
the relevant.diversity; To that Ishall come. In India (and in China), 
asin Europe of that epoch, there are several agrarian questions. It is 
important to capture that diversity. That, I feel sure, has not yet been 
done rigorously. I will not be able to consider it below, but it does need 
adequate treatment. 

Attached: to a ‘comparative’ approach, carelessly and crudely 
employed, are dangers of an insidious kind. These include, firstly, the 
positing of general ‘lessons’ from individual ‘success’ stories where no such 
general lesson exists; and, secondly, the extraction of a ‘model’ from 
apparent success which ignores critical features of the relevant experience. 
The specific country approach, carefully pursued, should permit one to 
guard against such practice. Itis an attempt to take account of these 
dangers, in the context of agrarian transformation in Asia, that has prom- 
pted this paper. If any conclusions that emerge are more cautionary than 
еу ‘аге possessed of any startling new insight, that, nevertheless, may be 


salutary. 


The Agrarian Question and Agrarian Transitions 


(a) Economic Backwardness, the Agrarian Question, and a Broadening 

оѓ Meaning. 

Ofallthe issues which a political economy of poor countries must 
confront, perhaps the most important, the most challenging, and the least 
tractable; is the agrarian question. А central distinguishing characteristic 
of-economic backwardness is an unresolved agrarian question. This unites 
the’ poor countries of Asia, Africa and Latin America, whatever the broad 
means—be they capitalism, socialism, or populism—by which a passage away 
from economic backwardness is sought. The general notion of an agrarian 
question has relevance to the whole spectrum of poor.countries, although. 
its particular meaning will vary with. the broad means of escape from 
economic baekwardness which is chosen. 

My concern here is with the agrarian question where capitalism is 
being-attempted. In each of its specific manifestations, in this context, the 
agrarian question reflects and defines a continuing economic backwardness. 
But ‘the precise form taken by the agrarian question is capable of great and 
substantive variety, and needs to be investigated most carefully, and 
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‘openly’, in different concrete situations. 

An understanding of economic backwardness requires a firm grasp of 
what constitutes the agrarian question. .A coherent notion of what is 
involved in the eradication of economic backwardness must derive, in part, 
from some comprehension of what the resolution of the agrarian question 
entails. In this section, I explore the meanings which attach to the notion 
of an agrarian question and.the manner in.which these have developed 
historically. It is within those meanings, generally conceived and structured 
by the relevant theory, that the variety will be considered. 

From this exploration it emerges, indeed, that, from the very outset, 
part of the agrarian question has been seen to be the diversity of possible 
agrarian transitions—or resolutions of the agrarian question — that exists. 
As capitalism has developed, however, in . different social formations, the 
range of substantive diversity has been seen to widen. I will wish.to 
explore the nature of these different agrarian transitions in. subsequent 
sections, with contemporary Asia in mind. 

It is to be stressed that this is not an easy terrain. On the contrary, 
it is treacherous and full of dangerous pitfalls, It is to-be negotiated with 
care. 

Our point of departure is to ask : what is the agrarian question ? The 
notion of an agrarian question has its origins .in the concerns of European 
Marxists in the late nineteenth century. At that time, it bore a narrower 
connotation than it currently does. Itis from that relatively narrow, 
albeit extremely important, sense of the agrarian question that our present 
usage has developed. It is instructive to.trace the gradual broadening of 
meaning. We start with the late nineteenth century. 


(b). The Engels View: The Agrarian Question As An Explicitly 
Political Issue. 

When, at the end of the -nineteenth century, European Marxists 
investigated and debated the agrarian question, that formulation derived 
from an explicitly political concern. Those early Marxists were preoccu- 
pied with the problem of how to capture political power in European 
countries in which capitalism was developing apace, but had not yet, as it 
was expected ultimately to do, swept all before іё in the countryside. 

They had in mind а particular model of capitalist development in 
agriculture : against which the European experience was being judged, and 
to which European development was expected, ultimately (and sooner 
rather than later), to conform. This particular form of agrarian transition 
was that treated by Marx іп Capital It was based upon the apparent 
experience of English agriculture, and had as its outcome the dominance, 
in the countryside, of the capitalist farmer/wage labourer relationship. I 
will return to the English experience, or *English path', in section 3. Marx's 
treatment of it has exercised immense influence upon analysis of the 
agrarian question іп those contemporary poor countries—not least those 
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- in Asia—in which a capitalist path is being attempted. 

Capitalism, quite clearly, had not yet rooted out and destroyed, as a 
serious force, non-capitalist socialrelations; had not yet replaced them, 
as the overwhelming agrarian reality, with that stark opposition of capita- 
list farmer and wage labour that the logic of Capital suggested as inevitable 
in the longer-run, as a result ofthe operation of 'the economic law of 
motion of modern society'. Had capitalism done its work in that way and 
to that degree: a strategy similar to that pursued in urban areas, and 
geared to the rural proletariat, would have been suggested. Butit had 
not. There was, then, an agrarian question. 

Capitalism and, therefore, socialist/Marxist parties, were still confron- 
ted by the substantial presence of the old mode of production : that is to 
say, by continuing economic backwardness. For the Marxist theoreticians 
and strategists of the late nineteenth century, the agrarian question derived 
from the political problem of how to capture power in countries which 
continued to have large peasantries. Engels, indeed, highlighted this when 
he referred, іп опе of the classsic Marxist texts of that era, not to the 
‘agrarian guestion' but to the ‘peasant question’ (his “Тһе Peasant Question 
in France and Germany’ [Engels, 1970], written in 1894, the year before he 
died). The ‘agrarian question’ was, in essence, the ‘peasant question’. 

-Marx and Engels had always stressed the political apathy of peasants : 
an apathy born, in part, of their objective, material circumstances. If 
capitalism swept them away, this would not constitute a problem for 
socialist parties. But it had not yet done so. 

Peasantries remained, and, indeed, ‘from Ireland to Sicily, from 
Andalusia to Russia and Bulgaria, the peasant isa very-essential factor of 
the population, production and political power’ (op. cit. p. 457). That 
being so, the successful pursuit of political power by socialist workers' 
parties required that they ‘must first go from the towns to the country, 
must become a power in the countryside’ (op. cit, p. 458). Central to that 
‘peasant question’, and to the political difficulties it created, was the fact 
of peasantries which were differentiated, and, further, subject to influences 
that were hastening that differentiation. Тһе agrarian/peasant question, 
then, became that of which sections or strata of the peasantry could be won 
over; and, in pursuit of this, the nature of the appeal, or agrarian program- ' 
me, that should be formulated. These contentious issues could be addressed 
only via an adequate analysis of differentiation. 

Capitalism had not eliminated peasantries, but by the 1890s the dis- 
ruptive change being wrought by capitalism created new objective condi- 
tions, in which apathy might be less likely. Those new conditions were 
ones in which differentiation was proceeding apace, and in which class 
relationships were emerging far more clearly and sharply within the pea- 
santry. Forty years had passed since Marx had written, in 1852, The | 
Eighteenth Brumaire of Louis Bonaparte, опе of the few texts in which һе” 
had considered peasants and politics, and where he had pointed to the 


ут 


` massive. 
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political apathy of the French small-holding peasantry, and its failure to 
pursue class-for-itself activity [Marx, 1979]. The difficulties involved in 
winning over such peasants to the ranks of socialist workers’ parties were 

When Engels wrote his “Тһе Peasant Question in France and 
Germany’, the obstacles still appeared to him to be formidable. Capitalist 
intrusion in the countryside had brought considerable disruption, and the 
‘small peasant’ was subject to great pressure; in France as in other Euro- 
pean countries. The “smal! peasant’ therefore, ‘ought to lend a ready ear 
to socialist propaganda’ [Engels, 1970: 463]: ought, by its changing 
material conditions, to be more liable to a class-for-itself position. Still, 
however, in 1894, and despite disruptive change, the ‘small peasant’, who 
might be expected to listen to the arguments of socialist parties, ‘is prevent- 


“ей from doing so for the time being by his deep-rooted sense of property’ 


[Engels, 1970 : 460]. 

Engels was driven into the fray by his belief that socialist (i.e. 
Marxist/socialist) parties appeared to be succumbing to the powerful 
temptation to formulate ‘agrarian programmes’ in an opportunistic way : 
which simply glossed over the realities of the European countryside, in such 
a manner that they were ultimately non-socialist, or, even, anti-socialist. 
In the 1890s, ‘the question of agriculture and the peasantry had become an 
object of discussion and political programmes not only in France and 
Germany but also in Belgium, Italy, Denmark and, of course, Russia’ 
[Hussain and Tribe, 1981 : 1].-Engels had that broad context in mind. His 


. article, however, was addressed, specifically, to the German socialists ; he 


had, as his immediate concern, the draft agrarian programmes of the 1894 
Frankfurt Congress of Social Democrats ; and he sought to prevent what 
he believed to be the errors of the French socialists in their agrarian pro- 
grammes of Marseilles (1892) and Nantes (1894). 

Engels stressed the continued existence of significant peasantries 
throughout Europe. The only two regions in which they had ceased to be 
of importance, he said, were Britain and Prussia east of the Elbe [Engeis, 
1970 : 457). : 

I shall have more to say about these instances in section 3. In each, 


. the capitalist farmer/wage labourer relationship appeared to have become 


dominant in the countryside. But the manner in which this had happened— 
the nature of the path followed—was very different in the two cases. They 
represent significantly distinct forms of agrarian transition to a dominant 
capitalism in the countryside. Already, before the end of the nineteenth 


. century, the possibility of substantive diversity was obvious. - We must 


contemplate, that is to say, not agrarian transition, but agrarian transitions. 
Each—the ‘English path’ and the ‘Prussian path’—has been influential in 
treatment of the agrarian question in contemporary poor countries. But 
substantive diversity, in the form of capitalist agrarian transition, only 
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starts with these two paths. Diversity, we shall see, has many other faces 
to show. 

The significant, European peasantries which were Engels’ concern, he 
emphasised, ‘consist[ed] of quite different parts which vary greatly with the 
various regions’ (p. 458). The crucial issue was which of the ‘subdivisions 
of the rural population [could] be won over by the Social-Democratic 
Party ? (p.459). This, in nuce, was the agrarian question or the peasant 
question. The dilemma confronted in his intervention is one which, nearly 
a century later, continues to be faced in poor countries. 

Space forbids consideration here of Engels’ full argument, and, in 
particular, the manner in which he investigated differentiation (for a treat- 
ment see [Byres, forthcoming]. We do, however, note that the issues 
discussed so trenchantly by Engels are ones with which any Marxist party 
operating in a contemporary poor country with a large peasantry would be 
only too familiar. Any agrarian programme, or strategy, devised by such a 
party would, if it were to be realistic, have to be based upon the most 
careful examination of its native peasantry, upon the exact extent and 
forms taken by differentiation, and upon a careful appraisal of regional 
variety. Engels delineated one differentiation schema. Others are possible, 
and likely, in situations different to those which he covered. It is important 
to remain as sensitive as possible to relevant differences. 

The central theme of this paper is the importance of recognising 
and analysing the diversity of agrarian transition. In the devising of any 
agrarian programme or strategy, the dangers to be guarded against are 
those of mechanically applying a single model, or assuming that only one 
of a limited range of models, can be applied. 

So much for the first rendering of the notion of an agrarian question: 
its explicitly political posing. It would soon gather new layers of meaning. 


(c) The Kautsky-Lenin Rendering: The Agrarian Question and the 
Development of Capitalism in the Countryside. 

Five years after the writing of Engels’ article, there appeared, in 
1899, in response to the importance of the issue in late nineteenth century 
Europe, two full-scale and remarkable Marxist analyses of the agrarian 
question : Kautsky’s Die Agrarfrage |[Kautsky, 1899] (see also [Kautsky, 
1900] and [Banaji, 1976]) and Lenin’s Development of Capitalism in Russia 

“ГГепіп, 1940: chs. 1-5]. Each had great significance in the domain of 
Marxist theory, extending Marx’s treatment of the development of capita- 
lism in the countryside. Both had the considerable merit of pursuing their 
treatment of the agrarian question via careful empirical analysis (as, of 
course, had Marx himself, in Capital): Kautsky considering data from 
Germany, France, Britain and the USA; and Lenin’s terrain being 
Russia. | 

Both Kautsky and Lenin were profoundly political in their concerns. 
Their decision to analyse the agrarian question in depth derived from the 
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considerations which persuaded Engels to write his article. Now, however, 
we see the agrarian question break into its component parts : a develop- 
ment which was to bring a shift in meaning, as one of the component parts 
became the intense focus of attention. 

This is illustrated by the structure of Kautsky’s book and the fate of 
that structure in subsequent translation and discourse. The book was 
divided into two parts: Part 1 оп ‘The Development of Agriculture in 
Capitalist Society’ and Part 2 on the Social-Democratic agrarian policy. In 
the French translation, which appeared іп 1900, Part 2 was omitted. 
Subsequent discussion of Kautsky’s analysis of the agrarian question 
seldom refers to it (an exception being the recent [Hussain and Tribe, 
1981 : ch. 4). 

In his review of Kautsky's book, Lenin did discuss Kautsky's 'apply- 
ing the results of his theoretical analysis to questions of agrarian policy' 
[Lenin, 1960 : 98]- That came towards the end of the review. But the 
shift of focus was captured in the opening sentences of the review, where 
Lenin wrote that : ‘Kautsky’s book is the most important event in present- 
day economic literature since the third volume of Capital. Until now 
Marxism has lacked а systematic study of capitalism in agriculture. 
Kautsky has filled this gap’ [Lenin, 1960: 94]. 

Now the agrarian question refers to the following: ‘Why does the 
development of capitalism proceed ata paceand take a form different 
from that ofindustry ? Why doesthe capitalist mode of production, 
despite the dominance attributed to it, coexist with precapitalist social 
relations of production ; and what is the effect of this coexistence on the 
social formation ?  [Banaji, 1976, Editorial Note: 1]. Kautsky's concern 
is with the extent to which capitalism has developed inthe countryside, 
the forms that it takes, the barriers which may impede its development. 
This rendering of the agrarian question is now, in .Marxist discourse, 
detached from the more explicitly political sense used by Engels. 

Engels assumed that capitalism was sweeping all before it, but had 
not yet completed its work in the countryside. Kautsky proceeded simi- 
larly, but with close attention to the crucial differences between agriculture 
and manufacturing industry. Lenin's problematic was somewhat different. 
He felt compelled, in response to the arguments of the narodniks, to address 
the question of whether capitalism could, in the particular circumstances of 
economic backwardness which existed in Russia, develop ; and to demons- 
trate that capitalism could and actually was developing in Russia. 

There is no discussion of agrarian programmes in The Development 
of Capitalism in Russia. Lenin was deeply concerned with and did discuss 
agrarian programmes at various places in his writings of this era : in, for 
: example, his The Agrarian Programme of Russian Social-Democracy of 
1902. Indeed, he there refers to the agrarian question, in precisely the 
terms used by Engels, as ‘policy in relation to agriculture and the various 
classes, sections and groups of the rural population [Lenin, 1961 b: 109]. 
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The agrarian question, as with Kautsky, retained its component parts. But 
_these could now be discussed separately, and the major focus of attention 
seems clearly to have become the issue of the development of capitalism 
in economically backward countries : the problematic of The Development 
of Capitalism in Russia, 

In both Kautsky and Lenin, as with Engels, the agrarian question 
was the peasant question. Lenin observed, in his The Agrarian Programme 
of Russians Social-Democracy : ‘if in the West the crux of the Social Demo- 
crats' agrarian programme is precisely the ''peasant question" how much 
more so must be the case in Russia’ [Lenin, 1961 b : 109]. This was at the 
centre of the analysis of the development of capitalism. Capitalism, to 
the extent that it was developing, had not eliminated peasantries asa 
crucial social and political force. It had not completed its work of elimi- 
nating economic backwardness from the countryside. But, as Lenin 
stressed, 'the peasantry no longer constitutes an integral class’ (op. cit., p. 
115). Inboth Kautsky and Lenin, the fact of a differentiated and diffe- 
rentiating peasantry was important. It looms large in Kautsky. It lies 
at the very heart of Lenin's treatment, For Lenin, it is the key to under- 
standing the nature of the agrarian question іп Russia at the turn of the 
century. 

This Kautsky-Lenin sense ofthe agrarian question is the one which 
is most widely accepted today, in those poor countries in which a capitalist 
path is being attempted. Itis the one which, for example, informs the 
wide-ranging debate which has taken place in India, on the nature of the 
mode of production in Indian agriculture (a debate to which there are 
many contributions : usefully surveyed in [Thorner, 1982], and similar 
debates elsewhere in poor countries (as, for example, in Latin America 
[De Janvry, 1981: ch. 6], Turkey [Seddon and Margulies, 1984] etc.). ‘That 
sense is concerned with the development of capitalism in agriculture, The 
Russian Revolution was to force another sense : that of the agrarian ques- 
tion in the context of the attempt to build socialism in a backward 
economy. Another set of issues had to be confronted, though, again, one 
in which differentiation of the peasantry was central. This different set of 
issues would, also, suggest a further important connotation with respect to 
capitalist development.’ To this I will turn presently: 

‘As with Engels, so space forbids consideration ‘of Lenin’s differentia- 
tion schema (for a brief treatment, including some comparisons with 
Engels, again see [Byres, forthcoming]). It is a schema, one need hardly 
say, that bas been immensely influential in all subsequent analysis of the 
agrarian question. 

Lenin’s emphatic identifying of social differentiation, ie. differen- 
tiation along clear class lines, was in direct opposition to the processes 
which narodnik, or populist, intellectuals saw at work in the Russian 
countryside. The views of those writers he explicitly countered in his 
book. They saw no class formation taking place within the peasantry, 
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‘and, therefore, no social differentiation and no development of 
capitalism. They saw the continuing reproduction of an archetypal, 
pristine peasantry, which might be the basis for successful ‘development’ 
in Russia: not capitalist development, but, one might say, development 
alonga populist path. There would-soon develop a new school of such 
scholars, with similar, but more sophisticated ideas, who would attempt to 
measure differentiation with refined techniques and using specially gathered 
data : a school who would eventually attract the description neo-populist. 
Their leader was A.V. Chayanov. In direct opposition to the Marxist (і.е., 
Lenin's) view of differentiation he posited a continuing process of demogra- 
phic differentiation : differences between peasant farms there were, but these 
could be satisfactorily explained in terms of the demographic cycle 
[Chayanov, 1966]. "There was no process of class formation, in the Marxist 
sense, taking place. 

The debate between Lenin and Chayanov, or between those who 
embrace a position broadly similar to Lenin's and broadly similar to 
Chayanov’s, has lost neither its relevance nor its force in relation to 
today's poor countries. The agrarian question thus posed continues to 
call for careful analysis, in differing concrete situations. 

Lenin addressed, too, the issue pursued in this paper : that of the very 
different paths by which a transition to capitalism in the countryside might 
be traversed. He contrasted the Prussian path, Junker or landlord 
capitalism/‘capitalism from above’, and the American path, peasant 
capitalism/‘capitalism from below’ (see, for example, [Lenin, 1962 : 238-47] 
[Lenin, 1964 а: 32-33] [Lenin, 1963 : 135]. Indeed, for Lenin the agrarian 
question became, in part, which of these two paths should be followed in 
Russia. He clearly favoured the latter. Тһе former would proceed slowly. 
It was also thoroughly reactionary. It called for *wholesale, systematic, 
unbridled violence against the peasant masses and against the proletariat’ 
Lenin, 1962 : 423]. The latter would not proceed painlessly. But 'capitalist 
development along such a path should proceed far more broadly, freely 
and swiftly’ (loc. cit.). It required the abolition of landlordism. 

Lenin was abundantly aware of diversity in the realm of.the agrarian 
question and agrarian transition. He observed}: ‘Of course, infinitely 
diverse combinations of elements of this or that type of capitalist evolution 
are possible, and only hopeless pedants could set about solving the peculiar 
and complex problems arising merely by quoting this or that opinion of 
Marx about a different historical epoch’ (Lenin, 1964 а : 33]. He was no 
pedant. He chose to concentrate on the Prussian and American paths in 
the context of Russia of his time, since he judged, after due deliberation, 
that these were the likely alternatives. He was probably right for Russia 
atthat time. Не did not, of course, at that juncture, contemplate socialist 
transformation. 

We will see, however, that historical experience reveals great diversity 
in this respect : a diversity greater than that suggested by the three paths 
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of capitalist agrarian transition already identified—the English, the 
Prussian, and the American—and which we will consider in the next 
section. Part of my concern will be to examine the possible relevance to 
Asia of the paths of capitalist agrarian transitions already followed. There 
is no guarantee of successful transition. Historical diversity alerts one, 
however, to the possibility of yet different paths of capitalist transition. 

We may now identify the third sense in which the agrarian question 
can beseen. It is useful to proceed to that via mention of the agrarian 
question and socialist transition. 


(d) The Agrarian Question, Capitalist Industrialisation, and overall Capitalist 
Transformation. 

The agrarian question in the context of the transition to socialism is 
crucially important to any discussion of rural transformation in Asia. It 
is not part of this paper’s chosen, direct concern (for a recent treatment see 
[Saith, 1985]). It does, however, have an important bearing upon the 
problematic addressed here. 

Socialist agrarian transition is usually seen by Marxists as a transition, 
ultimately, to some form of collectivised agriculture. The latter is the socia- 
list equivalent of capitalist agriculture. There is scope for considerable 
controversy over how quickly, by what means, and in what form it should 
proceed, and what the conditions of its success are, in an economically 
backward country. That controversy is outside the scope of this paper. 

One might comment, nevertheless, that the possibilities of diversity in 
socialist agrarian transition, in this sense, are as great as in the capitalist 
case. Just as there are different paths of capitalist agrarian transition 
(which it is the major purpose of this paper to explore), so we must be 
alert to the possibility of different paths of socialist agrarian transition 
(which it is equally compelling that we investigate). One notes, for 
example, crucial differences between the Soviet and the Chinese paths 
(revealingly explored іп [Nolan, 1976]: no less important for the recent 
Chinese de-collectivisation of agriculture (on which see [Nolan, 1983], 
another revealing treatment, though one in which the author has dramati- 
cally changed his view of the- performance of Chinese collectivised agri- 
culture). Nor does the Soviet-Chinese comparison exhaust possible 
diversity. The possibilities “аге, surely, many, The socialist experience, 
however, engages my attention here because it provided a new focus for ihe 
agrarian question notion. That was a focus forced by harsh objective 
circumstances. 

We note that once the Kautsky-Lenin sense of the agrarian question 
‘js detached from the initial Engels rendering, the way is open, with respect 
to the capitalist case, to a broader reading of the agrarian question. That 
way is pointed, initially, from the unlikely direction of socialist transition : 
by the Soviet experience and the accompanying debates in the 1920s. But 
it is, most clearly, а way which proceeds from Marxist analysis of the 
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development of capitalism. 

In the Soviet Union, in the aftermath of the revolution, the agrarian 
question imposed itself, very quickly and dramatically, in a distinct manner 
not limited to agriculture itself : i.e., not limited specifically to the develop- 
ment of socialism іп agriculture, This new preoccupation derived, rather, 
from the needs of overall socialist transformation : needs dictated by pro- 
found difficulties in securing, on a sufficient scale, accumulation outside of 
agriculture, and in particular, the accumulation required by socialist Indus- 
trialisation. In an economically backward social formation dominated by 
agriculture, the countryside was cast as an essential source of surplus, for 
such accumulation. The agrarian question then became the degree to 
which agriculture could supply the necessary surplus, the means by which 
the fledgling socialist state might appropriate such surplus, and the speed 
and smoothness of transfer. І 

The new layer of meaning is now a central part of discourse on the 
agrarian question and the transition to socialism. It has also broadened, 
fruitfully, the notion of an agrarian question as that relates to capitalism. 
That broadening of meaning would have come anyway. It was hastened by 
the terms set in the Soviet Union in the 1920s. 

The dilemma was stated by Preobrazhensky [Preobrazhensky, 1965 : 
ch. 2] to be that of socialist accumulation being unable to proceed from the 
nutrient base of surplus created within the socialist economy. There there- 
fore had to be primitive socialist accumulation : based upon surplus derived 
from outside the socialist economy. Where agriculture both dominates the 
social formation and is not yet part of the socialist economy, this trans- 
lates into the agrarian question. 

Collectivisation of agriculture, in both the Soviet Union and China, 
was, in significant measure, a response to this dilemma. It was obviously 
not exclusively so; and it was not necessarily contemplated as an immediate 
possible solution by those who analysed the dilemma and wished to see 
it resolved quickly (in the Soviet Union, for example, Preobrazhensky 
did not contemplate it : cf, [Preobrazhensky, 1965 : A. Nove's Introduction, 
xv]. But it must, surely, be seen as in large part an attempt to resolve the 
agrarian question, in this sense, by securing a speedy transition to socialist 
agriculture. As this would be later put : “It has been the socialist view that 
a pre-industrial society could not mobilise its surplus effectively without 
collectivisation of peasant farming [Gurley and Shaw, 1967: 263]. Тһе” 
issues here аге many, complex and contentious. There is certainly no 
guarantee that collectivisation will succeed in this respect, or in others. I 
abstract from all of this completely, since it is not my immediate concern 
(for a brief treatment see, however, [Byres, forthcoming]). 

In the development of capitalism context, no significant attention had 
been given, hitherto, as part of the treatment of the agrarian question, to 
the agrarian question, to the countryside's role in allowing accumulation to 
proceed outside of agriculture, Both Kautsky and Lenin were abundantly 
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aware of its significance with respect to capitalist industrialisation [Kautsky, 
1900 : ch. 9] [Banaji, 1976 : 38-41] [Lenin, 1964a : chs. 1 and 2]. But it did 
not present itself to Marxist thinkers as being central to the agrarian 
question, That was a matter of the. development of capitalism in the 
countryside. 

One might, indeed, argue that it could be so subsumed, perfectly 
properly, under the development of capitalist agriculture : in as much as 
the problem 18 resolved by the full development of capitalism in the country- 
side. Then agrarian transition to capitalism ensures overall capitalist 
transformation, and a capitalist industrialisation based upon thoroughgoing 
capitalist accumulation : thereby solving the agrarian question in each of 
the senses discussed. This is the process envisaged by. Marx in Capital, based 
upon his treatment of the English path, and by Kautsky and Lenin. Н is 
one model to take to the treatment of contemporary, Asian poor countries. 

One notes that inherent in itisa critical contradiction of interests— 
between dominant rural classes (capitalist landlords and capitalist farmers) 
and the urban bourgeoisie іп its various fractions (especially the manufactu- 
ring bourgeoisie, but also the commercial and financial fractions) : over the 
price of food and raw materials and of manufactures (the terms of trade 
problem), over, relative taxation (the appropriation of surplus by the 
state), and „over the net direction of. surplus flows. This is of central 
significance to accumulation outside of.agriculture, and the speed with 


which it may proceed. "That struggle is mediated by the state, and full ` 


capitalist transformation requires the ultimate dominance of the urban 
bourgeoisie in the social formation. It may belong and drawn-out. But 
the struggle proceeds, in this model, within the domain of the capitalist 
mode of production, in as much as a transition to agrarian capitalism has 
taken place. The problematic is that of capitalist accumulation. 

One might further argue that the agrarian question in the present 
sense can only be resolved with a full transition to capitalist. agriculture : 
when the development of capitalism in agriculture has secured that mode 
of production’s dominance in the countryside and the hegemony of 
capitalist production relations. That, however, isto ignore the important 
possibility that the agrarian question, in this sense, may be partly, and 
even fully, resolved, without the dominance of capitalist relations of pro- 
duction in the countryside. This is a possible route to overall capitalist 
transformation, in which capitalist industrialisation is permitted to proceed 
significantly. I would wish to categorise this as a form of agrarian 
transition : the securing of an agrarian structure which, although not itself 
capitalist in its relations of production, and not, therefore, in any useful 


sense, capitalist agriculture, nevertheless does not impede capitalist ` 


industrialisation and does not block overall capitalist transformation. 

I will argue below that this can be shown to have happened iu two 
crucial historical instances of successful capitalist development. It is part; 
indeed, of the diversity of capitalist transformation, and jt is important 
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that we-recognise this to be so. . 

Marx, of course, did analyse the sound s role in allowing 
accumulation to proceed outside of agriculture, in his treatment of 
primitive accumulation [Marx, 196} : Part ҮШІ. Тһе contrast is here 
between primitive accumulation and capitalist accumulation. 

It was to that treatment that Preobrazhensky reached when grappling 
with the problems of the new socialist state, in the Soviet Union ofthe ` 
1920s. Marx stated the problem thus : 

. . the accumulation of.capital presupposes surplus-value ; surplus- 
value presupposes capitalistic production ; capitalistic production pre- 
supposes the preexistence of considerable masses of capital and of 
labour-power in the hands of producers of commodities. The whole 
movement; therefore, seems to turn in а vicious circle, out of which 
we can only get by supposing a primitive accumulation...preceding 
capitalistic accumulation ; an accumulation not the result of the 
capitalist mode of production, but its starting-point [Marx, 1961 : 
713]. 

This ‘starting-point’ of capitalist accumulation—capitalist accumulation 
which I am here specifying in terms of capitalist manufacturing industry— 
must last for so long as that accumulation needs to depend upon pre- 
capitalist sources of surplus : until ‘capitalist production is once on its own 
legs’ (op. cit., p. 714), іп both industry and agriculture. Primitive 
' accumulation, then, represents the pre-history of capitalist development : 
*the pre-historic stage of capital and of the mode of production corres- 
ponding with it' (op. cit., p. 715).. 

Marx went on to analyse, with his customary brilliance and incisive- 
ness, the various key moments in primitive accumulation. We may permit 
ourselves a brief consideration of that, to clarify the argument Lam 
putting. ` 

Marx examined ‘the historical process of divorcing the producer from 
the means of production (р. 715) :-the process which created ‘free labourers, 
in the double sense that neither they themselvés form part and parcel of 
the means of production, as in the case of slaves, bondsmen, etc., nor do 
the means of production belong to them, as in the case of peasant- 

. proprietors ; they are, therefore, free from, unencumbered by, any means 
of production of their own’ (loc. cit.). So it was that labour-power could 
be bought and sold freely, by a process which ‘ “set free” the agricultural 
population as proletarians for manufacturing industry (op. cit., p. 725). Here 
was а.сепіга! feature of primitive accumulation : the creation of the condi- 
tions which allowed the emergence of an urban, as well as a rural, proleta- 
riat. At the heart of primitive accumulation were depeasantisation and 
proletarianisation. 

Then, ‘with the setting free of a part of the agricultural population, 
therefore, their former means of nourishment were also set free...[and] 
were now transformed into material elements of variable capital’ (p. 745). 
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These had now to be bought. Agriculture supplied the crucial wage-good, 
food (and the terms upon which it was supplied would be critical). 
Similarly, “һе raw materials of industry dependent upon home agri- 
culture...were transformed into an element of constant capital' (p. 746) 
(again, the terms of supply would be central). The union of agriculture 
and rural domestic industry is irrevocably broken, and rural domestic 
industry is destroyed (op. cit., pp. 748-9). So a new relationship, between 
capitalist manufacturing industry and capitalist agriculture, mediated by 
the market, is clearly forged. 

Moreover, ‘the events that transformed the small peasants into wage- 
labourers, and their means of subsistence and of labour into material 
elements of capital, created, at the same time, a home market for the latter' 
(p. 747). Food and raw materials became commodities, and ‘yarn, linen, 
coarse woollen stuffs—things whose raw materialsjhad been within the reach 
of every peasant family, had been spun and woven by it for its own use— 
were now transformed into articles of manufacture, to which the country 
districts at once served as markets’ (p. 747). 

Marx envisaged this whole process of primitive accumulation giving 
rise, inevitably, to capitalist agriculture. With the full advent of capitalist 
agriculture, the pre-history of capitalist agriculture was over. What Iam 
here positing is the possibility that successful capitalist industrialisation 
can proceed by a continuing, or permanent, process of primitive accumula- 
tion, which may be part not of capitalism’s pre-history, but of its develo- 
ping history. 

A fully-formed, dominant capitalist agriculture, i.e., опе with clear 
capitalist relations of production—need not be the concomitant of success- 
ful capitalist industrialisation, and consequent overall capitalist transforma- 
tion, of the social formation. А class of free wage labourers сап be 
created, depeasantisation and proletarianisation can proceed, a home 
market can be formed, and surplus can be appropriated to allow capital 
accumulation outside of agriculture, and in capitalist forms. But all of 
this is conceivable with reproduction of the peasantry, i.e., with a continuation 
of the agrarian question in the Engels and the Kautsky-Lenin sense (or, if 
another terminology is preferred, if not with the reproduction of peasants 
as the dominant direct producers, then with that of family-producers, or 
petty commodity producers, as opposed to capitalist farmers and wage 


labour). 
We сап have a form of agrarian transition, a resolution of the 


agrarian question in our third sense, based upon continuing primitive 
accumulation, such that the agrarian question appears to be resolved in 
neither the Engels nor the Kautsky-Lenin sense. If, however, the agrarian 
question is so resolved, in this third sense, in such a way that capitalist 
industrialisation is permitted to proceed, then, as the social formation 
comes to be dominated by industry and by the urban bourgeoisie, there 
ceases to be an agrarian question with any serjous implications. There is 
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(e) Capitalist Agrarian Transition, Influential Models and Diversity 


I now turn, in section 3, to a treatment of certain successful capitalist 
agrarian transitions in. Europe/North America; and, in section 4, to con- 
sideration of agrarian transition in Asia. 

In section 3, I examine the nature of the agrarian transitions which 
proceeded successfully in England, Prussia, the United States and France. 
These four 'paths' are shown to have differed significantly from each other. 
A further example of successful agrarian transition, that in Japan, is 
examined in section 4, and revealed to have exhibited yet different 
features. 

The prospects are often considered of a limited number of paths of 
capitalist agrarian transition being successfully traversed in contemporary 
poor countries. Ihave felt increasingly ill-at-ease with this because the 
rendering of the paths referred to seems, sometimes, too stereotyped and 
narrow, while the paths in question may be too limited in number. 

It seems desirable to establish what actually and precisely’ was in- 
volved in the various paths, before committing oneself to judgements about 
whether variants of any one of them is likely to be followed in any of 
today’s poor countries. One aim in so proceeding, then, is to establish the 
exact contours of paths which have been influential, in different ways, in 
the treatment of contemporary Asian countries : in analysing the experience 
of Asian countries, in judging the nature and extent of any agrarian 
transitions which may be in process, and in policy/strategy prescription. 
The English path has had great analytical influence among Marxist scholars, 
and а reading of it underpinned one great agrarian intervention by the 
state in nineteenth century, colonial India; a variant of the Prussian path is 
sometimes said to be in motion in poor countries; the American path is, on 
occasion, held out as a desirable model (as it was by Lenin); the Japanese 
example is frequently suggested, by orthodox development economists, as a 
paradigm for Asian countries to follow. Тһе French path has not been 
influential in these ways. It is, however, sufficiently interesting to merit 
treatment. Having established -accurately the broad contours of a parti- 
cular path, one asks whether there is any likelihood of its being repeated in 
poor countries today ? 

- One outcome of so proceeding is to establish the considerable 
diversity which has been displayed historically, in this respect : five success- 
ful paths are considered, and no two of the five are the same. The value 
of the historical exercise is that it points to diversity; suggests, therefore, 
that yet further diversity might be encountered; and provides valuable 
‘perspective on such possible diversity. 

In section 4, І examine three Asian countries, with the foregoing in 
mind, I pay particular attention to South Korea and Taiwan, since, like 
Japan before them, they are being held up as models for others to follow. 
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Four Paths of Capitalist Agrarian Transition : European/North 
American Diversity 


(а) The English Path. 

Engels had suggested, when he wrote in 1894, that only in two regions 
of Europe had capitalism effectively eliminated the peasantry as a significant 
economic and political force: in Great Britain and Prussia east of the 
Elbe. Only in these two regions had a full transition to capitalist 
agriculture taken place. Peasantries might linger on in these regions, but 
пої, he argued, as an effective force, which would have constituted an 
agrarian question for Marxist theoreticians and strategists. In those two 
regions,it was the opposition of capitalist farmers and wage labour that 
mattered. This was the contradiction upon which attention had to be 
concentrated. 

In fact, although Engels did not stress this in that text, the nature of 
the capitalist road taken in agriculture is significantly different in the two 
regions mentioned. We may begin our treatment by discussing the British 
(or, more accurately, as we will see, the English) path. 

The British transition was the one examined by Marx in Capital. The 
outcome of that transition is best seen by concentrating on agricultural 
England, since, in the words of two eminent Marxist historians, in the 
nineteenth century peasants ‘predominated in Ireland, and the thinly 
populated regions of Wales and the Scottish Highlands’ [Hobsbawm and 
Rude, 1973 : 3]. Our source tells us that while this persistence of peasants’ 
may have been true ‘perhaps in parts of Nothern England such as the 
Pennine dales, and local concentrations could be found here and there in 
other parts’ (/oc. cit.), nevertheless, on the whole, ‘agricultural England in 
the ninetcenth century...had no peasants’ (loc. cit.). It has, in fact, 
been shown that peasantries continued as an effective force in, for example, 
the north-east of Scotland (not mentioned by Hobsbawm and Rude) [Carter, 
:1979] into the twentieth century. We see, then, in the British case, 
significant regional diversity. That is worth noting. 

It has been argued recently, indeed, that this was true, also, of rural 
England in general, throughout the nineteenth century [Reed, 1986]. 
Nevertheless, let us assume that the outline of the British model—or, more 
accurately the English model—retains its essential accuracy. We may take 
it as the very first broad path followed historically in an agrarian transition 
to a dominant capitalist agriculture. 

The outcome of the path taken has been described as follows : 

The English agricultural population divided into three unequal 

segments. At the top stood a small number of landlords, who bet- 

ween them owned most ofthe land . . .This comparative handful of 

giant landlords rarely cultivated their estates themselves, except for . 

the odd home farm or model holding. Essentially they rented them 

out to tenant farmers who actually exploited them [capitalist farmers] 
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. -These cultivated their farms essentially by employing Ше... теп 
and women who described themselves as agricultural labourers, 
shepherds, farm-servants etc., [wage labour]...In other words, the 
typical English agriculturalist was a hired man, a rural proletarian’ 
[Hobsbawn and Rude, 1973 : 3-4]. 

English capitalist agriculture, then, was characterised by the celebrated 
*triple division into landlords, tenant-farmers and hired labourers' (op. cit., 
p. 6). 

This was the division in class terms. It had its counterpart in forms 
of surplus appropriation. Of that Marx wrote: ‘Capital-profit (profit of 
enterprise plus interest), land-ground-rent, labour-wages, this the trinity 
formula which comprises all the secrets of the social production process' 
[Marx, 1962 : 794]. Whereas, previously, pre-capitalist ground rent had 
beeri ‘the normal form of surplus-value and surplus-labour’ [Marx, 1962: 
780], now that normal form was profil, and capitalist ground rent was 
merely the excess of surplus-value/surplus-labour over capitalist profit. 

“Неге, then, was the English model. It was the outcome ofa very 
long historical process, vrucial to which wasa differentiated peasantry, 
which eventually broke up into a class of capitalist farmers and a rural 
proletariat : a complex process, mediated by a variety of interventions by 
the state. These latter included, critically, the Enclosures, described 
recently as ‘that land reform’ which brought about ‘the disintegration and 
reformation of the [cooperatively and communally held) open fields into 
individual ownership’ [Turner 1984 : 11]. These Enclosures have been the 
subject of great controversy among historians, and that controversy 
continues (for a survey see (Turner, 1984)). It seems clear, however, that the 
English agrarian transition involved significant state intervention, and not 
least to secure that crucial change in property relations—the way in which 
land is owned, held and worked— necessary to the full unleashing of . 
capitalism. . 

Hilton tells us that 'the internal stratification of peasant society, 
during the greater part of the mediaeval period, was strictly limited' 
(Hilton, 1973 : 34). Nevertheless, that differentiation existed : ‘the peasant 
community was not a' community of equals’ (op. cit. р. 32). Moreover, 
‘the stratification of peasant communities... was at least as old as the 
earliest records we have of them’ (loc. сії). It was to be found in ninth 
century France and Italy, in eleventh century England, and elsewhere in 
Europe (op. cit., pp. 32-5). The historical puzzle is to explain how an 
essentially limited stratification, which reproduced itself, with gradual 
modifications, over long stretches of time, eventually was transformed into 
the fundamental class divisions of capitalist agriculture. Part of the 
answer may lie in the manner in which forms of surplus appropriation 
changed. 

Marx had, in volume 3 of Capital, sketched | in some of the possible, 
early history of differentiation. He suggested, first, that a shift from 
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labour rent to rent in kind contained the seeds of differentiation : 

Compared with labour rent, the producer rather has more room for 

action to gain time for surplus-labour whose product shall belong to 

himself, as well as the product of his labour which satisfies his indis- 
pensable needs. Similarly, this form will give rise to greater 
differences in the economic position of the individual direct producers. 

Atleast the possibility for such a differentiation exists, and the 

possibility for the direct producer to have in turn acquired the means 

to exploit other labourers directly' [Marx, 1962 : 776]. 

That has considerable plausibility. It is important in directing our attention 
towards the process of differentiation : how it gets under way and how it 
may develop. It needs, however, to be investigated carefu]ly by historians. 

Marx further suggested that the possibility of differentiation increases 
significantly with the development of money-rent : 

The transformation of rent in kind into топеу-гепі... is not only 

inevitably accompanied, but even anticipated, by the formation of a 

class of propertyless day-labourers, who hire themselves out for 

money. During their genesis, when this new class appears but 
sporadically, the custom necessarily develops among the more pros- 
perous ‘peasants subject to rent payments, of exploiting agricultural 
wage-labourers for their own account, much as in feudal times, when 
the more well-to-do peasant serfs themselves also held serfs. In this 
way they gradually acquire the possibility of accumulating a certain 
amount of wealth and themselves becoming transformed into future 
capitalists. The old self-employed possessors of land themselves 
thus give rise to a nursery school for capitalist tenants, whose develop- 
ment is conditioned by the general development of capitalist 
production beyond the bounds of the countryside. This class shoots 
up very rapidly when particularly favourable circumstances come to 
its'aid, as in England in the 16th century, where the then progressive 
depreciation of money enriched them under the customary long 

leases at the expense of the landlords [Marx, 1962 : 779]. 

Again, a plausible hypothesis; and, again, one that needs the most careful 
research by historians. 

That early history of peasant differentiation and the long gestation 
in the womb 'of feudal society are critical episodes in the complex process 
which resulted, іп England, in the first fully-formed capitalist agriculture. 
We note an eventually marked and ever-increasing differentiation. Тһе 
investigation of that history must surely tell us much about the nature of 
the English transition. 

The nature of the English landlord class must, also, be a critical part 
of the depicting of the English path. That I would stress. It seeme to me 
to be of extreme importance. We note the following features of the 
English landlord class. The first has already been mentioned: that it 
remained a Jandlord class, and took to cultivation (with wage labour) only 
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to a minor degree. It was a capitalist landlord class, which did not become 
a class of capitalist farmers. 

Secondly, we may consider the role of the English landlord class with 
respect to the development of the productive forces in capitalist agricul- 
ture. The possibility exists of landlords investing in the land, and receiving 
a return on that as part of the rental payment, although such an element 
is quite distinct from capitalist ground-rent. It is conceivable that land- 
lords might play an important role in this regard, through productive 
investment in the land: in buildings, drainage, fencing, etc. In principle, 
they might also make a significant contribution by themselves developing 
new methods, or by actively encouraging their capitalist tenants in this 
direction. Indeed, ‘in the traditional version of English agrarian history, 
at least that of the eighteenth century, the great improving landlords 
played a central role’ [Habakkuk, 1968 : 190] in stimulating the adoption 
of improved farming techniques. 

That version, indeed, became part of the ideology of the Permanent 
Settlement, instituted by the British colonial state in eastern India, in the 
late eighteenth century. The British sought to create just such a class of 
Indian landlords. I will have more to say about this below. 

It is a version, however, that has been severely questioned. It has 
been suggested that : 

English landowners were a class of. consumers, and (that) the greater 

part of their borrowings were contracted for non-productive pur- 

poses, to provide doweries, to fund short-term debts contracted as 

a result of extravagant living, to build mansions [Habakkuk, 1968: 


200]. 
The English landlord class 
were not primarily interested in ensuring rapid improvements on 
their estates, but in seeing that their estates were let to good tenants, 
in the limited sense of men of good character, ability and adequate 
capital [Habakkuk, 1968 : 199]. 
In that way, they would safeguard their return. English landlords did make 
"productive expenditure’ [Hobsbawm and Rude, 1973 : 13]. That might also 
be necessary to a satisfactory return. But, 
it is reasonably clear that the landowners as such did not make a 
very substantial contribution to the discovery of new methods’ 
[Habakkuk, 1968 : 190] 
and were 
not...often the pace makers in agrarian advance (Habakkuk, 1968: 
192). 
Their supposed influence in spreading knowledge of advanced methods 
through employing them on the home farm seems most doubtful ; while 
there is little evidence to support the proposition that new methods were 
imposed via the covenants placed in leases [Habakkuk, 1968 : 190-1]. It 
seems that 
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in the eighteenth century at least, much of the landowner’s moré 
specifically economic activity can be interpreted as a response to 
pressure from the tenants’ [Habakkuk, 1968: 199.] 
That is to say, 
: they were not the creators of the new ЕНЕ so much as created 
by it’ [Habakkuk 1968 : 191]. M 
The English landlord class was not, then, an actively progressive, 
improving class, deeply involved in'agriculture and its methods. After all, 
‘they did not acquire their land in order to develop it, but in order to 
enjoy it [Habakkuk, 1968: 199-200]. Ifit was not actively progressive, 
neither, however, was it actively obstructive so far as the development of 
capitalist agriculture was: concerned. What productive investment they | 
made in the‘land, seems to have been made with “һе aim of attracting or | 
retaining the best tenants [Habakkuk, 1968: 199]. We may note, indeed, 
a third, important characteristic of this class, which, if it did not serve 
actively to encourage the development of the productive forces, certainly 
did not hold tbat back and may have contributed to it. 
The third feature relates to the level of capitalist ground-rent ibo: 
priated. One may say that ‘so far as the landlord was concerned, econo- 
mic rationality consisted in linking his land as closely as he could to the 
market... and in getting the maximum rent from the most business-like 
tenant-farmers’ [Hobsbawm and Rude, 1973 : 12]. In fact, however, the 
evidence seems to suggest that the maximum rent was not extracted. . It 
has been observed that 'among some eighteenth century landowners there 
is to be found, atleast before the spectacular rise of prices at the end of 
‘the century, а reluctance to raise the rents ofa sitting tenant? (Habakuk, 
1968 : 199].' Not only that, but : і 
Even in the ‘mid-nineteenth century, when the subject for the first 
time...came under the scrutiny of Parliament, tenancy right’ was a 
jumble of local custom and innovation, which on balance probably. 
gave the tenant rather better than market terms. Тһе mere fact that 
‘rack-renting’, which means merely charging a pure market rent, 
developed the connotation of inhuman hardness, , .is significant | 
[Hobsbawm and Rude, 1973 : 12]. 
A fourth characteristic is also worthy of note. This is the continuing 
political power of this class, long after the final dominance of capitalism in 
English agriculture. Marx cited Palmerston’s cynical response to an 
attempted Irish Tenancy Rights Bill : “Тһе House of Commons is a house 
of landed proprietors’ [Marx, 1962: 6111; and Marx observed, in the 
1860s, that 'landlords everywhere exert considerable, and in England 
overwhelming, influence on legislation’ [Marx, 1962: 612). The watershed 
had come, perhaps, with the abolition of the Corn Laws in 1846, which 
represented a signal victory of the manufacturing bourgeoisie over the 
landlord class (it was a victory, too, over capitalist farmers, of course, and 
both landlords and capitalist farmers had been active in opposing abolition 
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[McCord, 1968] [Crosby, 1977] : but it is not the political power of farmers 
that concerns us here). Nevertheless, their political power took along 
time finally to whither. 


(b) The Prussian Path 

Both Lenin and Kautsky were concerned with the precise forms that 
the development of capitalism would take in the countryside. Neither 
assumed that a single trajectory.would be followed everywhere, ora single 
outcome secured. Marx had considered the English path and given it 
theoretical precision. Lenin, in examining the prospectus for and the 
forms likely to be taken by the development of capitalism in Russia at the 
turn of the century, had contrasted two very different possible transitions 
‘to capitalism in the countryside. One of these was via the Prussian path 
(Engels’ Prussia east of the Elbe), and the other via the American path. 
The latter, which Lenin favoured as the desirable model for a Russian 
capitalist agrarian transition, I will consider in the next sub-section. The 
former, which was regarded as anathema by Lenin, is my concern here. It 
stood in sharp contrast to the English path. 

In this Prussian path, as identified by Lenin, ‘capitalism from above’, 
the feudal landlord class was transformed into a capitalist class. Again, 
the outcome would be the result of long, slow and complex processes ; and 
again the intervention of the state would be crucial. These processes and 
that intervention I cannot pursue in detail here. It is the broad outlines 
of the path that are my concern. Nevertheless, they must be borne in 
mind. It is ‘capitalism from above’ because the processes in question were 
controlled by the class of large feudal landlords : in a manner which stifled 
: any development of the peasant economy, analogous to its development in 
England, whereby a capitalist agriculture might emerge from an increasingly 
differentiating peasantry. 

The Prussian Junkers—‘the aristocratic group of large agricultural 
estate owners situated on the lands east of the Elbe river’ [Gerschenkron, 
1966: 21]—were the bastion of Prussian feudalism. They were ‘a group 
of feudal lords closely linked by bonds of kinship, neighbourly tradition, 
_ and common economic and social interests [Gerschenkron, 1966: 21]. 

In the wake of the Peasant War of 1525, ‘the same ideal conditions 
of feudal ownership, for which the German nobility had vainly yearned 
throughout the Middle Ages, and which it had finally achieved at a time 
when the feudal economy was disintegrating, were now gradually extended 
to the lands east of the Elbe’ [Engels, [1965 : 156]. When feudalism had 
broken down irrevocably in England, here, in Prussia, it was established 
with a vengeance. 

By the end of the sixteenth century, the Prussian Junkers had 
succeeded, with the aid of state power, in enserfing: to themselves ‘the 
formerly free peasants of the German East...[in] an almost complete sub- 
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jugation of large segments of the peasantry’ зола, 1966: viii]. As 
Engels described it : 

The peasants east of the Elbe...were turned into serfs subject to 

arbitrary corvee and burdens, and their free marks were simply 

turned into the lord’s property, where they retained only the 

usufructs granted by mercy of their master...Within less than а 

hundred years the free peasants east of the Elbe were turned into 

serfs, first in fact, and then juridically as well...After the country was 
pacified it became possible to goin for large-scale farming every- 
where, and, on the other hand, such farming was increasingly 
necessitated by the growing need for money. The cultivation of big 
estates by means of compulsory serf labour at the lord’s account 
thus gradually provided a source of income...As soon as the peasant 
was turned serf ..with the acquiesence of the jurists in the ‘courts 

[the lord]...commanded the peasant to labour for him as much, as 

often and as long as it suited him. The peasant was obliged to work, 

cart, plough, sow and harvest for his lord at his first behest, even if 
his own field went untended and his own harvest perished in the rain. 

His dues in kind and money were similarly inflated to the utmost 

[Engels, 1965: 156-8]. 

Here was a classical form of feudalism, however late its arrival. 

The profitability of the Junkers’ estates was enhanced by the price 
revolution of the sixteenth century; in the seventeenth century, the 
devastations of the Thirty Years’ War increased their political power and 
allowed further appropriation of peasant land ; while in the eighteenth 
century they successfully avoided extension of the policy of abolition of 
personal subjection of the peasantry on public domains [Gerschenkron, 
1966 : viii, 21] [Engels, 1965 : 158-9]. They expanded their demesne at 
the expense of peasants (all peasants, by and large): placing ever new 
burdens on an enserfed peasantry, and ‘extending and intensifying labour 
rents’ [Kay, 1974: 78]. The scope for processes of differentiation was 
severely limited., although, even in such circumstances, some rich peasants 
did emerge. 

Crucial to their transformation into a clas. of capitalist farmers was 

‘the abolition of serfdom in Prussia, іп 1807 [Cipolla, 1973: 95-8] [Perkins, 

1984 : 6-7]. In the south and west of Germany that abolition ‘produced, 
or further improved, the independent status of farmers or tenants of fixed 
tenure’ [Gerschenkron, 1966 : 23]. It thereby hastened differentiation of 
the peasantry, and helped the emergence of capitalist farmers from within 
the German peasantry, in those regions of Germany. Not so in Prussia 
east of the Elbe. There, the Junkers survived, and not only that, they 
‘managed to turn the agrarian reform designed to cut the economic ties 
between peasants and Junkers into a large-scale operation of engrossing 
additional peasant land’ [Gerschenkron, 1966 : viii]. 

We note that it took a cataclysmic ‘external’ event to hasten, even to 
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make possible, the agrarian transition. Ав Engels observed : “Оп October 
14, 1806, the entire Prussian state was smashed in a single day at Jena 
and Auerstedt’ [Engels, 1965 : 160]. That opened the way for the edict of 
1807. “Тһе time was ripe for action’ (Joc. cit.). Engels commented: ‘The 
far-famed enlightened agrarian legislation of the “state of reason" had but 
a single purpose : to save as much of feudalism as could be saved’ [Engels, 
1965: 162]. But feudalism could not. be saved. Its death throes were 
merely prolonged. Here, we have state intervention, with one avowed 
purpose, i.e. freeing the peasantry to the advantage of peasant cultivators, 
having a very different outcome. The peasants were, indeed, ‘freed’, but 
not in the avowed way. The manner of that ‘freeing’ was crucial to the 
nature of the Prussian path of capitalist agrarian transition. 


The land of both poor and richer peasants was appropriated. This 
took place in the following way : - 


The Prussian Edict of 1807...eliminated the personal status of serf, 
and proceeded through the regulation of relations between the 
Junkers and the former serf peasantry. The latter involved the 
removal of the obligation of peasants to perform labour services on 
Junker farms, in exchange for the surrender of a proportion of their 
land. In the process the Junkers realised a substantial increase іп 
the area of their holdings from the proportion of their land 
surrendered by the larger peasants, whose holdings were of sufficient 
size to support atleast one plough team, and from the addition of 
holdings of small peasants who were excluded from the regulation 
process... The incorporation of the latter holdings into Junker farms 
occurred not only because the law permitted such expropriation and 
denied the small peasant ownership of his land. As a legacy of 
serfdom such peasants were generally unwilling to work on Junker 
holdings, once compulsion resting upon their personal status as serfs 
had been removed [Perkins, 1984 : 6]. 

The Junker had gained a large amount of land, but, with the disappearance 

of obligatory labour services, had lost his captive labour supply. Ап alter- 

native labour supply had to be created: 


So it was that ‘the peasant himself became a labourer on the lord's 
lands... (so that) while ia the West the old feudal construction of 
Grundherrschaft (“manorial economy") was destroyed, in the East a new 
system of Gutsherrschaft (“estate economy") took its place, which contrived 
both to adapt itself to the requirements of the market economy then in the 
making and to preserve the spirit of feudalism’ [Gerschenkron, 1966 : 23]. 
Prussia’s distinctive transition to capitalism in the countryside was under 
way. At first, ‘peasant labour services and the compulsory farm service of 
peasant youth on Junker farms were replaced by contractually hired farm 
servants and the cottager system . . . the latter (involving) the exchange of 
labour for an allocation of the land’ [Perkins, 1984 : 5]. It was wage 
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labour, free in‘Marx’s double sense, but not without the vestigial traces of 
feudalism upon it. 

A critical period seems to have come between the middle of the nine- 
tenth century and the beginning of its last quarter. Thus : 

In the course of the nineteenth century, they (the Junkers) had to 

fend off successive crises, caused by market forces and by Prussian 

reforms, by the rise of competing mercantile classes, and by the 
spread of inimical ideas. Their greatest success came in the years 
from 1850 to 1873, when agricultural prices recovered after the post- 
war low of 1825-6, when small peasant holdings were annexed by 
them, and when their political condition was newly strengthened by 

Bismarck, a Junker . . . (Stern, 1977 : 47). 

From the middle of the nineteenth century, the form of labour previously 
described ‘was increasingly replaced by confined labourers living in tied 
cottages, who were virtually landless and paid largely in kind" | Perkins, 
1984 : 3] ; to be replaced, increasingly, from the 1870s by labour receiving 
cash wages (Joc. cit.). There was also an increasing dependence on foreign 
seasonal migrants (especially from Poland). 

By then, in marked contrast to England, ‘landlord and farmer were 
identified in the same person—the Junker—and therefore ground rent and 
profit were appropriated by one actor’ [Kay, 1974: 781. Landlords had 
ceased to be takers of feudal rent. Instead, they now appropriated surplus 
value from free wage labour, via the wage relation, as capitalist farmers. 
They ‘worked their estates directly and lived on agricultural profits’ 
[Habakkuk, 1968 : 197]. 

Lenin summed up the distinctive nature of the Prussian path : 

the old landlord economy, bound as it is by thousands of threads to 

serfdom, is retained and turns slowly into purely capitalist “Junker” 

economy. The basis of the final transition . . . to capitalism is the 
internal metamorphosis of feudalist landlord economy. The entire 
agrarian system of the state becomes capitalist and for along time 

retains feudalist features’ [Lenin, 1964a : 32]. 

This was a far more reactionary solution of the agrarian question than had 
been the English path. It involved, of course, rich peasants being trans- 
formed into capitalist farmers—‘a small minority of Grossbauern (“ів pea- 
sants”) [Lenin, 1962 : 239]—but in close alliance with landlords. It 
entailed a limited, or constrained, differentiation of the peasantry, and ‘the 
degradation of the peasant masses’ [Lenin, 1964a : 33]. 

It is a form of agrarian transition seen by some as likely in certain 
contemporary poor countries. That I will discuss below. 


(c) The American Path 

Lenin’s second form of transition he called the American path. This 
was ‘capitalism from below’, since it was predominantly from the peasantry 
that capitalism emerged. It was the dominant form of agrarian transition 
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which Lenin identified as proceeding in the United States ; and a variant 
of which he hoped for in the pre-Revolution Russia in which he saw capi- 
talism developing. 

Such a form of transition is possible either where a landlord class 
does not exist at all, or is found in a weak form. But it is conceivable, 
too, where a strong landlord class is found : if appropriate developments 
take place, which serve to weaken its strength sufficiently. Неге, ‘there is. 
no landlord economy, or else it is broken up by revolution, which confis- 
cates and breaks up the feudal estates’ [Lenin, 1962 : 239]. Such а revo- 
lution will involve significant struggle by the peasantry, probably spear- 
headed by the rich peasantry. It is also likely to require substantial action 
by the state: against the landlord class, and on behalf of the peasantry 
(and especially the rich peasantry). 

This, the American path, differs fundamentally from both the English 
and the Prussian paths, in the absence of a landlord class as an effective 
force. That Lenin stressed. We shall see, moreover, that in the way that 
it actually worked out in North America it differed in another fundamental 
sense : in the relative absence of wage labour. 

By whichever of the sub-routes such an agrarian transition would 
proceed—the former in North America and the latter, Lenin hoped, in 
Russia—the essential feature was that : *the peasant predominates, becomes 
the sole agent of agriculture, and evolves into a capitalist farmer . . . the 
main background is transformation of the patriarchal peasant into a bour- 
geois farmer’ [Lenin, 1962 : 239]. Іп this path, ‘the basis of the final tran- 
sition . . . to capitalism is the free development of small peasant farming’ 
[Lenin, 1964 а: 32-3]. I shall here concentrate on what actually happened 
in North America. 

Lenin was abundantly aware of the diversity which existed in North 
America. We may pause to note that diversity. Such diversity is likely to 
be encountered in any large social formation : to the extent, indeed, that we 
confront not one agrarian question, but, possibly, a plurality of agrarian 
questions. Lenin would, in 1915, write of the United States : 

the U.S.A. has the largest size, the greatest diversity of relationships, 

and the greatest range of nuances and forms of capitalist agriculture 

. We find here, on the one hand, a transition from the slave-hold- 
ing—or what is in this case the same, from the feudal—structure of 
agriculture to commercial and capitalist agriculture ; and, on the 
the other hand, capitalism developing with unusal breadth and speed 
in the freest and most advanced bourgeois country . . . We find here 
areas which have long been settled, highly industrialised, highly 
intensive and similar to most of the areas of civilised, old capitalist 

Western Europe ; as well as areas of primitive, extensive cropping, 

and stock raising, like some of the outlying areas of Russia or parts 

of Siberia. . We find large or small farms of the most diverse types : 
great latifundia, plantations of the former slave-holding South, and 
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the homestead West, and the highly capitalist North of the Atlantic 
seaboard ; the small farms of the Negro share-croppers, and the 
small capitalist farms producing milk and vegetables for the market 
in the industrial North or fruits on the Pacific coast ; ‘wheat facto- 
ries’ employing hired labour and the homesteads of ‘independent’ 
small farmers, still full of naive illusions about living by the “labour - 

of their own hands” [Lenin, 1964b : 100-1]. 

It is a comprehensive and an eloquent statement. It makes the diversity 
point most effectively. 

There was, of course, no single American path to agrarian transition, 

any more than there was a single British path or a single Prussian one. 
We can, however, say that the feature of that path identified by Lenin— 
the absence of a landlord class ав an effective force— did exist significantly 
in North America®. We may further say that here we have a possible form 
of agrarian transition to capitalism in poor countries: provided appro- 
priate action can be taken with respect to landlords. We recall, however, 
the most unusual nature of the American experience. Ав has been obser- 
ved : . 
The United States is unique in that it was settled by independent 
family farmers steeped in a commercial economy tied to the world 
market, who had access to vast reaches of land without feudal ties 
(i.e., as owner-cultivators). The family farm system grew dramatically 
during the nineteenth century as millions of settlers spilled over the 
continent’ [Burbach and Flynn, 1980 : 23]. 
Certainly, no contemporary poor country fulfils such conditions. А country 
like Brazil has, indeed, had an ‘open frontier’ : but there certainly has not 
been ‘access to vast reaches of land without feudal ties’ for ‘millions of 
settlers’ (on the Brazilian frontier see [Foweraker, 1981] [Foweraker, 1982] 
[Velho, 1973]). f 

If, following our usage so far, we designate these ‘independent family 
farmers’ as peasants (others have suggested that they may miore usefully be 
identified as petty commodity producers* [Friedmann, 1978a] [Friedmann, 
1978b] [Friedmann 1980]), we may say that an agrarian transition would 
seem to depend upon an appropriately differentiating peasantry. That 
was, manifestly, what Lenin envisaged. His clear expectation, indeed, was 
that the transition would Бе: characterised by the emergence, as this diffe- 
rentiation proceeded, ofa class of capitalist farmers confronting, and 
appropriating surplus value from, a class of wage labourers. 

: It would bs like both the English and Prussian models, in the exis- 
tence of the wage relation as the essential means by which surplus labour 
was extracted. But, unlike the English model, there was по significant 
class of capitalist landlords ; and, unlike the Prussian path, it was peasants 
rather than landlords becoming capitalists (it was also altogether less reac- 
tionary than the Prussian case). : 

What Lenin did not envisage was the extent to which ‘the homesteads 
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of “independent” small farmers’ would persist tenaciously, and retain a 
central characteristic: their operation by predominantly family labour. 
Family labour would remain’ of crucial significance in North America. 
Thus, while between 1900 and 1960 self-employed and unpaid family 
workers fell, as a proportion of the total U.S. employed labour force, from 
50.5% to 16.9% in agriculture the decline was only from 78.5% to 68.4% 
[Friedmann, 1978a : 73]. There were, to be sure, regional variations, with 
family labour of greater significance in some areas of agriculture than others 
[Friedmann, 1978a: 74] But the overwhelming significance of family 
labour, overall, is clear. 

It has been suggested that this remarkable survival of the ‘family 
farm’—or, in analytical terms, of simple/petty commodity production, 
whose defining characteristics are the exclusive production of a single com- 
modity where ‘ownership and labour are combined in the household, and 
Production takes place under conditions of competition’ [Friedmann, 
1978a : 71]—finds part of its explanation in the essentially unchanging 
nature of the labour process in agriculture. The productive forces have 
undergone massive change, but have yet to shift agriculture from organisa- 
tion according to the ‘rhythms of nature’ to organisation according to the 
‘rhythms of machines’. The tenacity of the ‘family farm’ and simple/petty 
commodity production derives, at bottom, from this, it is argued [Burbach 
and Flynn, 1980 : 27-30]. : 

The argument needs to be examined, and I am sure that it has some 
force. It is not clear, however, that it should be seen as necessarily, deter- 
mining. Space does not permit its treatmeat in detail here? Ви we note, 
at once, that this cannot constitute the full explanation, in the case of the 
U.S.A. The labour process in agriculture has remained similarly unchang- 
ing for other social formations. Yet this did not prevent the significant 
emergence of wage labour in agriculture : in, say, England or Prussia. If 
the argument has validity, it is in relation to the specifice circumstances of 
America. We must identify what those circumstances are. 

To start off with, we may stress the obvious : no less significant for 
being obvious. Agriculture, based. on family farms, played a crucial role 
in the overall capitalist transformation of the United States: in permitting . 
the transition to a massively dominating and immensely productive capita- 
list manufacturing industry. Thus, in one formulation : - 

The farm sector must be seen as part of the overall System of 

American capitalism. Capitalist development in manufacturing and 

agricultural development based on the family farm have proceeded 

hand in hand... The agricultural sector provided a major market 
for industrial goods, cheap food for industrial workers and a flow of 
surplus labour to the cities, while capitalist industry supplied inputs 
to raise farm productivity, purchased farm products, and absorbed 
the sons and daughters of farmers into its army of labour [Burbach 
and Flynn, 1980 : 30]. 
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That is surely so. It is essential to recall that the agrarian question in the 
sense of whether agriculture will make the necessary contribution to capita- 
list industrialisation was triumphantly resolved in the United States. 

Ourexplanation of the persistence of family farms in the United 
States needs to start with an examination of the origins of family farms in 
the United States. It needs then to proceed to more recent state policy 
towards them. Here, the question is : why, when the wage relation emer- 
ged relatively early elsewhere, did it fail to do so pervasively in American 
agriculture ? As Brewster points out : 

But machines are equally compatible with larger-than-family units as 

they introduce no new obstacle to expanding a farm subtantially 

beyond the capacity of a family to do the work in.any particular 
operation. It is as easy (or difficult) for a large operator to grow 

more corn than a family can harvest when harvesting is done with a 

mechanical picker as when it is done with a husking peg [Brewster, 

1970 ::51. 

Why, then, did capitalism not drive out family farms and replace them 
with large-scale, mechanised farms, worked with wage labour ? After all, 
while technical progress has not made this inevitable, it is perfectly com- 
patible with such an outcome. Not only that, but capitalism does not, in 
this case, given the absence of a landlord class, confront the obstacle of 
the existence of ground rent : we do not here have the situation of a capita- 
list farmer having both to earn the average rate of profit and pay capitalist 
ground rent. 

We may first refer to the period of America’s so-called ‘Second 
Empire’, in the second half of the nineteenth century, when the federal 
government (the American state) proceeded to the colonisation of the great - 
area west of the Mississippi. It was then that production of wheat by 
family farms ‘became established in a region which had previously been 
considered thé “Uninhabitable American Desert’, [Mann and Dickinson, 
1980 : 290]. It has been argued that this form of production was peculiar- 
ly suited to the colonisation of the west : that 

Petty commodity production has a number of features not present 

under capitalist forms of production which facilitate its expansion on · 

to undeveloped frontiers. The familial nature of this form reduced 

the necessary infrastructural developments which had to be under- 
taken by the colonial state. The nature of expansion, through fission 
provided an extensive and geographic moment which dovetailed with, 
the territorial designs of the expansionist state. Finally, the ability 
of petty commodity production to survive without receiving the 
average rate of profit made this form more amenable to the type of - 
agricultural production most viable on the western prairies. Conse- 
quently, while U.S. settler colonialism was indeed a capitalist state 
form, its expansion on to the western frontier was more easily facili- 
tated by the expansion of this non-capitalist form of commodity 
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production [Mann and Dickinson, 1980 : 300-1]. 

Here, then, we have a plausible explanation of the origins of the American 
family farm: of why its insertion as the dominant form of production 
in agriculture had compelling underpinning in the needs of the expansionist 
American state. 

What of its persistence as (һе dominant form beyond the middle of 
the twentieth century? We may identify characteristics of agriculture which 
suggest an unattractiveness to capitalist, profit maximisers?. But that is not 
enough. We may also see, in the activities of the American state, powerful 
intervention which has served to reinforce significantly the survival of the 
family farm/petty commodity production. It is most doubtful that such 
survival would have been secured to the degree in question without such 
state intervention. 

That state intervention has acted to maintain and support agri- 
cultural overproduction and so widespread family farms. The origins of 
overproduction lie in that period of expansion often portrayed as the 
‘Golden Age of American Agriculture’, from the end of the Civil War to 
1914: when the number of farms. agricultural production, and labour 
productivity all rose impressively. The First World War served further to 
stimulate production. Prices declined, bankruptcies reached high levels, and 
economic distress was widespread in the 1920s. Agricultural overproduc- 
tion continued. That distress did not, however, have the ultimate effect. 
which might have been expected (on the foregoing see [Mann and Dickinson, 
1980: 304-5) : 

Well into the Great Depression, agricultural surpluses continued to 

pile up in record amounts...In the face of growing social unrest, the 

Roosevelt administration eventually developed and implemented pro- 

grams specifically designed to stabilize farm incomes and curtail 

production. This was the beginning of direct government funding of 
the agricultural sector which has continued until the present day, 
and forms the core of U.S. agricultural policy [Mann and Dickinson, 

1980 : 305]. 


State intervention in response to the contradictions manifest in American 
agriculture was under way. 

The result ofthe various interventions—acreage allotment, market 
quotas, support prices, parity payments, conservation programmes, national 
crop insurance programmes—has been a continuing overproduction. This 
has been disposed of by the government in a variety of ways since the 
1930 s : through the Federal Surplus Relief Corporation in the 1930 s (to 
needy families, charities, victims of national emergencies, school lunch 
programmes, etc.) ; the Land Lease Programme to the Allies at the beginn- 
ing of the Second World War ; the Marshall Plan after the end of that War, 
to save Europe for democracy; the Koran war ; and P. L. 480 food aid bet- 
ween 1954 and 1971 [Mann and Dickinson, 1980 : 305-6, 310-4]. The оуег-. 


. production has continued. 
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It is clearly the case that ‘government agriculture support programs 
have tended to disproportionately benefit the wealthier farmers’: in fact, 
they have been distributed very nearly in proportion to the amount of 
production controlled by each farmer [Mann and Dickinson, 1980 : 307]. It 
may also be the case now that : 

The consistent inequalities in the distribution of farm benefits indicate 

a growing divorce between the formal claim of the government to be 

supporting and protecting the family farm as the backbone of rural 

America and the impact of its actual farm programs which dispropor- 

tionately benefit large enterprises and hence further the ruination of 

small holders [Mann and Dickinson, 1980 : 3091, 

There has, however, been more to that government claim, historically, 
than this statement allows. Whatever may be true now, and whatever may 
happen in the future, it seems clear that the remarkable survival of the 
family farm (petty commodity production) owes much to the intervention 
of the American state. 

Clearly, where an agrarian transition from ‘below’ takes place, the 
strong possibility exists that this will take the form not of *capitalism from 
below', with the dominance ofthe capitalist farmer/wage labour relation- 
ship, as expected by Lenin, but, rather, of ‘petty commodity production 
from below’. We may hypothesise, however, that such an outcome will 
require the powerful mediation of the capitalist state. 


(d) The French Path. 


In an article on the decline of ‘the French rural community’ in the 
eighteenth and nineteenth centuries, Soboul writes that ‘its decline (was) 
precipitated by the French Revolution’ [Soboul, 1956: 78]. He further 
comments: “Economically this (decline) reflected the passage from a 
“natural” to a "capitalis" economy in the countryside’ (loc. cit.) It is the 
nature of that passage that we wish to identify. Central to it is the impact 
and legacy of the French Revolution. Our understanding of it depends 
upon a grasp of the agrarian implications of the French Revolution. That, 
in its turn, requires some comprehension of the pre-1789 French country- 
side. 

By ‘the French rural community’, Soboul meant the more or less 
cohesive village community, united . around struggles, often violent, against 
the seignerie (the feudal lords), for communal land and involved ina 
‘constant struggle for its economic existence and administrative autonomy’ 
[Soboul, 1956 : 80]. With all the significant regional variety that existed, 
one could nevertheless postulate that ‘it possessed a certain administrative 
structure, an economic and social system founded on the interplay of com- 
munal pressures, the limitation of private property and the existence of 
collectively exploited lands’ [Soboul, 1956 : 80]. 

The existence of this ‘French rural community’, with its collective 
structures, should not however, be taken to suggest the absence of differen- 
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tiation within the French peasantry. On the contrary, French social and 
economic historians have placed great emphasis upon this differentiation : 
upon ‘the social antagonisms which ... had arisen within the rural comm- 
unity long before the eighteenth century’ [Soboul 1956: 83]. Soboul, 
indeed, identifies several possible contenders for a possible primum mobile 
role, in a capitalist transformation of the French countryside [Soboul, 
1956 : 86-89] (full and excellent treatment of some of these may be seen in 
[Goubert, 1956]) : among them, most notably, a class of rich peasants 
(laboureurs). But none of them, before 1789, represented anything more 
than a potential significance. Soboul insists that at the end of the old 
regime the differences within the French peasantry ‘were in no sense 
fundamental’ [Soboul, 1956 : 84]. Differentiation of the peasantry there 
assuredly was, but it was, still, quantitative rather than qualitative in 
nature [Soboul, 1956 : 88]. Capitalism existed in no more than embryo 
form in the womb of the old order. 

There isno mention, one notes, of the possibility of an agrarian 
transition being spearheaded by the French landlord class, church and 
seigneurie : as it was in, say, Prussia, or, in a very different way, Japan (as 
we shall see below); nor of its being facilitated by that class, as it was in 
England. The French landlord class is portrayed as thoroughly reac- 
tionary; as quite without any progressive elements before 1789. French 
historians have, indeed, reached for the comparison with England and 
Prussia, in order to capture the particular nature of the French landlord 
class. Thus, Georges Lefebvre stresses 

The most important feature of France’s rural physiognomy, the one 

characteristic whose underlying influence may well have had the most 

profound consequences for the history of the French Revolution. 

The English aristocracy, which had created extensive farms by the 

enclosure movement, rented these properties to a small number of 

usually well-to-do, well-educated tenants; in eastern Germany, the 

Gutsherr managed his vast domain himself by means of the labour 

services his peasants owed him. But in France, priests, nobles, and 

bourgeois almost never managed their properties directly; their 
domains were extremely fragmented and rented-out as middle-sized 
farms, even as individual fields, Almost all the property of priests, 

parishes, or charitable foundations were cultivated in this manner. A 

very large number of French peasants thus cultivated land they did 

not own. Some were tenants on large farms, most were small 

sharecroppers; even-day labourers were often able to rent a small 
piece of meadow ora garden plot. Not all those who rented land 
were necessarily owners as well. The tenants on large properties 
often did not own апу land;on the other hand, small owners 
frequently rounded out theirfarms by cultivating adjoining land 
under the terms ofa lease. Thus, іп France, almost all the arable 
land was already directly cultivated by the peasants, who were 
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individually responsible for the losses and profits of their operations 

[Lefebvre, 1977: 34]. 

There was no direct management of properties by French landlords. 
No agrarian transition to capitalism was under way by that route. What 
was happening on their land was, however, crucial. There were very 
significant regional variations, but, in overall terms, it has been estimated 
that, at the time of the Revolution, only between 30 and 40 percent of the 
land was owned by peasants [Lefebvre, 1977 : 34]. Of the 60 to 70 percent 
oftheland that was tenanted, most was rented out not to the substantial. 
tenants, but to small peasants. 

The French Revolution had a dramatic effect upon the countryside. 
What, however, did it mean in terms of our problematic ? How did it 
affect the tendencies which might have been expected eventually to produce 
an agrarian transition to capitalism ? 

There was one very clear sense in which the French Revolution 
cleared the ground fora possible unleashing of capitalism in agriculture. 
It removed the massive barrier, inherent in. deeply-rooted feudal relation- 
ships: ап act of transformation ‘that the monarchy was incapable of 
achieving . . . by means of reform’ [Soboul, 1956 : 88]. Thus it 

destroyed the seigneurial regime and abolished feudal rights. It 

proclaimed the total right to property... hence the freedom to 

enclose and cultivate and the restriction of collective rights . . . the 

Revolution broke the chains which shackled the progress of the 

productive forces [Soboul, 1956 : 88]. А 

But it also, in the manner of Ив unfolding and the. kind of class 
relationships and antagonisms which it encompassed, produced its parti- 
cular form of agrarian transition. Soboul tells us that ‘the Revolution... 
gave free play to the development of the capitalist mode of production in 
the countryside’ [Soboul, 1956 : 88]. On his own account, however, it was 
a freedom that was severely constrained. 

Any of Soboul’s contenders might, with the feudal shackles removed, 
have emerged as dominating capitalist farmers, although we may allow 
that his better-off laboureurs, ог rich peasants, were most likely to do so. 
It is even conceivable that a reconstituted landlord class might have played 
a progressive role—either directly (as in Prussia or Japan), or in a facilita- 
ting sense (as in England). What happened ? 

The Revolution modified the distribution of land and proprietary 
rights in land, as church land and the land of emigre nobles were sold. The 
major beneficiaries wére the urban middle class and the rich peasantry - 
‘manoeuvriers and dwarf peasants gained little from it’ [Soboul, 1956 88]. 
It would seem, then, that the way was open to a transition spearheaded by 
the rich peasantry. Indeed,'the French rural community’, was destroyed, 
as with ‘the abolition of feudal rights and tithes . . . the ancient antagonism 
between landed aristocracy and rural community also went’ [Soboul, 1956 : 
89]. Soboul stresses that ‘the Revolution, in liberating the productive 
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forces from their feudal shackles, unchained economic individualism and 
accelerated the disintegrating process whose beginnings in the communities 
we have traced back to before 1789 [Soboul, 1956 : 89]. Nevertheless, one 
witnesses, in Soboul's phrase, ‘the incompleteness ‘of the bourgeois revolu- 
tion in agriculture’ (/oc. cit.). That was so through in the nineteenth, and 
into the twentieth, centuries. 

The attempt to secure a compulsory division of communal lands 
during the revolutionary period failed [Soboul, 1956 : 89]. Тһе laboureurs 
were, indeed, now ‘finally constituted (as) as class’ (Soboul, 1956 : 89). With 
the changes, moreover, 'the hitherto latent antagonism between the 
laboureurs . .. and the mass of peasants attached to natural economy 
became overt’ [Soboul, 19:6 ; 89]. But the specificity of the French 
agrarian transition, rooted in the concrete changes wrought by the Revolu- 
tion, is clear. The 'mass of peasants'— a poor and middle peasantry— 
*unable to subsist except in and through the community, clung desperately 
to the traditional forms of production and stubbornly called for the 
maintenence of the limitations which collective constraint imposed on 
private property’ [Soboul, 1956 : 89]. 

This they did іп an ‘obscure but bitter struggle’ [Soboul, 1956 : 91]. 
As Soboul has it : 

Throughout the nineteenth century the small peasants fought for 

every foot of their right to live and the rights of usage over fields, 

heaths and woods which sateguarded it... Forest disorders, attacks 
on alienated common lands, agrarian tumults about rights of usage : 
all these were reflexes of self-defence by the rural community [Soboul, 

1956 : 91-2]. 

There were, we note again, significant regional variations. The resistance 
was most marked in the southeast, the southwest and the centre of France: 
while in the countryside of the north capitalist transformation did not 
meet such opposition [Soboul, 1956 : 93] (on the north as the location of 
areas of large-scale, ‘capitalist’ farming cf. Weber, 1979 : 118). 

The resistance was certainly enough, however, to mark significantly 
the whole social formation, and give to the French agrarian transition a 
distinctive character : producing, in Soboul’s words, “а compromise settle- 
ment...(which) considerably inhibited the capitalist transformation of 
French agriculture’ [Soboul, 1956 : 91]. Soboul makes the comparison 
with England (a comparison that French intellectuals made from at least 
the time of the Physiocrats onwards). He points to ‘the maintenance of 
collective usages, whose abolition was left to the will of the peasants, the 
subdivision of property and exploiting units... (and the long-remaining 
autonomy of the small rural producer’, and argues that ‘had епсіо- 
sures and the concentration of strips (remembrement) been imposed in 
France as they were in England, capitalism would have triumphed as much 
in agriculture as in industry’ [Soboul, 1956 : 911. 

Among other aspects of that inhibiting, one notes, for example, the 
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remarkable persistence of sharecropping in France. Still, in 1892, nearly 
11% of total farm area was sharecropped land, a proportion, which, given 
the very unequal regional incidence (sharecropping was widespread in the 
southwest, the centre and the south-east of France [Weber, 1979 : 126]), 
indicates far higher proportions in some regions; and it was a proportion 
which remained stubbornly constant as late as 1946 (for figures and source 
see [Byres, 1983 : 21]. 

There is nothing surprising in the fact of resistance, nor in its 
stubborness. It would, one notes, be intensified, in circumstances in which 
alternative industrial employment was not being created on a scale suffi- 
cient to absorb labour from the countryside (as in contemporary poor 
countries). What is surprising, however, is its prolonged nature in the 
French case. Part of the explanation appears to lie in the emerging class 
alignments : between landed aristocracy, bourgeoisie and peasantry. It 
has been suggested that 

The stubborn struggle of the landed aristocracy against the Revolution 

long prevented any compromise with the bourgeoisie, thus obliging 

the latter to look to the peasants for help, even to the poor peasants, 
whose own resistance made them a force to reckon with in any case 

[Soboul, 1956 : 91]. 

It was, after all, emigre property that was sold. We are reminded by 
Lefebvre that : ‘In many villages none was for sale, for all the nobles did 
not leave their homes, and those who stayed were not all guillotined, 
contrary to what is often believed abroad and even in France [Lefebvre, 
1977 : 42]. The landlord class continued to include nobles, and they did 
not capitulate easily or finally to the Revolution. Again, the nature of the 
landlord class is critical it seems. 

It is a landlord class quite unlike the English one : in the proportion 
of the land owned, in the sizeof landed property, in the facilitating role 
played with respect to capitalist transformation, in political power (cf. 
[Zeldin, 1977 : 127-129). It did not itself take to direct cultivation to any 
degree (unlike the Prussian landlord class). There were tenants (many of 
them, as we have seen, sharecroppers) : in 1862 almost one-half of the land 
was worked by tenants (including sharecroppers) [Zeldin, 1979: 151]. But 
it did not, necessarily or predominantly, let its land to large capitalist 
tenants (unlike the English landlord class): although some certainly did, 
especially in the north (for example, around Paris, where the land was 
owned to a considerable degree by city-dwellers as an investment [Zeldin, 
1979 : 152]. Itseems to have existed in distinct ‘fractions’ : nobles, city- 
dwellers, etc. One of those fractions—the nobility which retained land— 
engaged in a continuing struggle against the Revolution. That, as we have 
seen, was crucial to the nature of the French agrarian transition. 

When, then, might one date the crucial period during which the full 
capitalist transformation ofthe French countryside was finally effected ? 
Weber, in his much-acclaimed book, Peasants into Frenchmen, suggests that 
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a critical turning-point, with respect to an agricultural revolution, can be 
located in the 1840's : but only for the areas of large-scale farming, found 
in the north, and in which, as we have already suggested, capitalist trans- 
formation had already proceeded, largely via гісі tenant-farmers [Weber, 
1979 : 117-8]. For the great bulk of France— the centre, the south and the 
west, areas of small peasant farming, where Sharecropping was often 
prevalent—he suggests that a turning-point may be found in the 1890s or 
1900s: and not before [Weber, 1979: 118-29]. We: шау accept his 
judgement. 

But let us not forget the remarkable persistence of sharecropping, 
amid this capitalist transformation, right up to the immediate post-second 
world war years. France's lingering peasantry did not easily yield to 
capitalism's force and logic. When Engels, in 1894, referred to France as 
“the classical land of small-peasant economy’ [Engels, 1970 : 460], he was 
drawing attention to an important truth. Tae stubborn persistence of 


` that small-peasant economy, in the face of capitalism's onslaught, is 


eloquent testimony to the dangers involved іп dogmatically assuming a 
form of agrarian transition in which the peasantry is quickly swept away. 


(e) Some Tentative Observations, With Capitalist Agrarian Transition 

in Asia in Mind. 

We may pause to make some tentative observations about these 
variants of the European/North American experience of capitalist agrarian 
transition, with possible capitalist agrarian transition in Asia in mind. We 
need hardly labour the fact of substantive diversity : a diversity of success- 
ful capitalist agrarian transition which will be added to when we consider 
the Japanese path, in section 4. Indeed, the four paths considered in this 
section surely do not exhaust European/North American diversity. They 
do, however, yield some possible implications. 

We note, first, that there is nowhere, among poor countries today, 
and certainly not in Asia, any sign of a possible English path. Nowhere 
does a landlord class remotely like the English one, either in its idealised 
version or in its actual version, exist. 

An attempt to initiate such a path was tried by the British in India, 
іп the late eighteenth and early nineteenth centuries, via the famous 
Permanent Settlement. In 1793, the British created ‘a strange group of 
great landlords, aclass whose annual payments of land revenue to the 
State were fixed . . . at sums which were to remain unchanged for all time to 
come [Thorner, 1955 : 124]. These were-the great zamindars of eastern India. 
It was a complete failure so far as generating capitalist agriculture was 
concerned. Тһе British hoped that these zamindars would become a class 
akin to the great Whig landed aristocracy : a class of improving landlords, 
under whose aegis a prosperous capitalist agriculture would emerge. It was 
а hope that was rudely shattered. The Permanent Settlement simply 
brought into being a class of large, parasitic, mainly absentee, landlords, 
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operating via semi-feudal relations, and a stagnant agriculture. As Ranajit 
Guha has it : 

After the first three decades or so of its existence as a policy it (the 

Permanent Settlement) was to turn back on its course, to degenerate 

into an apologia for the quasi-feudalland system in Eastern India 

during the remainder of British rule... The Permanent Settlement 
assumed the character of a pre-capitalist system of land ownership, 
mocking its own original image as visualized by Philip Francis and 

Thomas Law [Сийа, 1963 : 186] 

(It was, as Marx observed, “а caricature of large-scale English landed estates' 
[Marx, 1962 : 328] : a caricature of both their idealised and their actual 
forms. . 

Attempts to transplant historical models, without regard for existing 
objective circumstances, can go grotesquely awry : can secure an 
outcome utterly at variance with that intended: “In this case, other 
aspects of colonial policy dictated that it could not possibly succeed on the 
intended terms (cf. [Guha, 1963 : 186]. That landlord class, indeed, and 
the deeply-rooted semi-feudal structures at whose apex it stood, constituted 
a massive obstacle to a successful capitalist agrarian transition in India. It 
would have to be extirpated, or fundamentally transformed, before a 
capitalist agrarian transition became possible. 

Extirpation might open the way to ап ‘agrarian transition from 
below'. If one thing emerges clearly from our brief excursion into history 
it is that any such transition from below requires either a smashing of 
existing state structures, and the class configurations which they represent, 
as stressed by Lenin, and as in the French case, with the French Revolu- 
tion; or significant state intervention, asin the U.S. case. In contem- 
porary circumstances, this is the territory of agrarian reform. It requires 
a powerful state, with the capacity to move against the social, political and 
economic power ofa strong landlord class. It is also likely to require 
sustained struggle by peasants. We note that such Struggle and such an 
outcome do not necessarily benefit middle peasants, poor peasants or 
landless labourers (at least, not in the short—or medium-run), The 
immediate beneficiaries may be rich peasants. 

Our historical exposition also suggests that a transition from below 
may come as ‘capitalism from below’, as envisaged by Lenin, with rich 
peasants transformed into capitalist farmers; or ‘petty commodity produ- 
ction from below’, as witnessed in the U.S.A., with the survival of the 
family farm as the dominant form of production; or with a stubbornly 
resisting, dnd surviving, small-peasant economy, as in France. АП such 
possibilities must be contemplated, although none is guaranteed. Again, 
the nature of the state and of state policy are central. 

Yet other possibilities might be envisaged. Only careful, concrete 
analysis of the objective circumstances, in a particular case, will identify 
what those possibilities are ; analysis which remains sensitive, in Lenin’s 
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phrase, to the ‘infinitely diverse combinations of elements of this or that 
type of capitalist evolution’ [Lenin, 1964a : 33]; and analysis which explores, 
seriously and rigorously, regional diversity. To revert to the Indian example, 
the realities of eastern India are only one among several patterns of agrar- 
ian structure in that vast sub-continent. All need to be examined. 

Again reverting to a large, semi-feudal landlord class, where such 
exists, if, instead of its extirpation, one considers the possibility of funda- 
mental transformation, the Prussian path comes readily to mind. It has, 
indeed, been suggested, convincingly, that a variant of the Prussian path is 
being followed in а variety of Latin American countries : in, for example, 
Peru, Bolivia, Chile [Kay, 1974] [Kay, 1980]. Kay distinguishes two broad 
roads to capitalist agriculture, a Jandlord and a peasant one. He argues 
itis ‘the landlord path [that] is predominant in Latin America’ [Kay, 
1980 :5]", although he is careful to stress that ‘the transition to capitalist 
agriculture is not yet complete' (loc. cit.). It does, indeed, seem to be the 
case that if a full capitalist agrarian transition is to take place in Latin 
America, it will be, essentially, via this route. The nature and strength of 
the landlord class ensure this. There has been considerable peasant resista- 
nce, but not with any likelihood of a dominant peasant road. Kay observes, 
further, that while *in some cases the State through the implementation of 
an agrarian reform has attempted to develop a peasant path...these 
attempts have largely been unsuccessful’ (/oc. сі). In Latin America, the 
peasant road will be a subordinate one. 

Some have suggested a variant of the Prussian path asa possibility 
in parts of India [Joshi, 1974: 341], though there is little evidence of its 
having proceeded very far there as a dominant form of agrarian transition. 
More realistically, a form of the Prussian path may be being traversed in 
Pakistan, in the wake of the ‘new technology’ [Joshi, 1974 : 350-351]. We 
recall the profoundly reactionary implications ofsuch a path, and the 
importance of the state in securing the conditions for its possible traversing. 

Both the American and the French paths underline regional diversity. 
Inthe French case, I have drawn attention to the successful capitalist 
transformation of the countryside in the north, while the small-peasant 
economy survived strongly elsewhere. If we consider India, it is the case 
that successful capitalist transformation of agriculture is limited to the 
northwest (the Punjab, Haryana,western Uttar Pradesh), and pockets 
elsewhere. That has been via a peasant route: a form of ‘capitalism from 
below'. That required prior struggle by peasants, and successful action 
against landlords (to the benefit of rich peasants, but not other strata of 
the peasantry or landless labourers). The French example brings to our 
attention the possibility that capitalist transformation may spread from 
there only slowly, and possibly with difficulty. It is perfectly conceivable 
that non-capitalist forms will persist in the countryside in large parts of 
the Indian social formation for a long time to come. 

I have mentioned the need to be sensitive to yet further possibilities 
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of agrarian transformation. I would conclude these tentative observations 
by noting possibilities which have been observed іп Latin America. They 
may, or they may not, have potential relevance to some Asian countries. 
They do, however, underline the ‘infinitely diverse combinations of elem- 
ents’ which potential agrarian transitions encompass. l 

А recent study of the agrarian question in Latin America identifies 
to further distinct paths there. They ‘correspond’, the author tells us, *to 
the specificity of Latin American social formations and to the current 
international division of labour' [De Janvry,1981: 109]. Whether they will 
become successful examples of agrarian transition to capitalism remains 
to be seen. Their potential significance is, however, clear. 

One of these De Janvry calls a ‘merchant road’, It is found in 
Colombia, but also elsewhere in Latin America. 

It is, he suggests, controlled by financial capital and by industrial 
capital, as well as by merchant capital. Its nature is as follows: it ‘results 
from the investment of local capital, generated in mercantile or other urban 
activities (in particular among the new petty bourgeoisie of professionals, 
military and technocrats),' in the purchase of agricultural land. In this 
fashion urban. control is established over rural enterprises. Agricultural 
production on this road is generally modernised, on medium-sized farms, 
and is characterized by absentee management. Accordingly, there is a high 
degree of reliance on wage workers; and social relations of production are 
fully proletarianized' [De Janvry, 1981 : 109]. 

Such a tendency can, certainly, be seen in poor countries outside of 
Latin America. What one might doubt is quite how typical or widespread 
it is in any given poor country, and, therefore, whether it is likely to cons- 


titute a path along which an agrarian transition might proceed in any 
full sense. 
The second path noted by De Janvry he identifies as ‘the contract 


farming road’. It is, he says, common in Mexico, but ‘found increasingly in 
Latin American agriculture’ (/oc.cit.). 

Here one encounters ‘the contract farmer or other types of lease 
arrangements in which multinational agribusiness firms establish contracts 
with local landowners who in turn are responsible for the actual production 
process’ (/oc.cit.). Such contracts may specify the crop to be grown, the 
technology used, or the final price of the crop. The technology in question 
will usually be supplied by the multinational, and so ‘production along 
this road...is highly modernised and takes place on medium-—and large— 
scale units. In Mexico, for example, this road of capitalist development 
tends to encourage the production of seasonal crops for export, such as 
winter vegetables, and relies predominantly оп seasonal migratory labour’ 
(loc. cit.). Such contract farming ‘is one of the increasingly important 
means by which international capital penetrates Latin American agriculture, 
particularly in countries where ownership by foreign nationals is prohi- 
bited—such as Mexico’ (Joc. cit.), i 
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To the extent that such a path is, indeed, as important as suggested, 
one might still speculate that it is unlikely to be the sole form of agrarian 
transition, or even the major one. Nevertheless, we have here a path 
created by modern conditions which must be taken due account of. 

I now turn to three examples of capitalist agrarian transition in 
Asia, which have been held up as paradigms for other Asian countries: 
those of Japan, South Korea, and Taiwan. 


Two Asian Agrarian Transitions 


(a) The Japanese Path. 

The four European/North American paths discussed in the previous 

* section by no means exhaust the possibilities with respect to the form taken by 
an agrarian transition to capitalism. Even as Engels, and after him Kautsky 
and Lenin, were writing on the agrarian question, another, quite distinct 
path was being followed : this one in Asia, in Meiji Japan (the Meiji Res- 
toration, which terminated the Tokugawa Shogunate, having taken place 
in 1868 : for an account see [Beasley, 1973]. The so-called ‘Japanese model’ 
in its non-agrarian as well as its agrarian dimensions, is frequently suggest- 
ed, in the non-Marxist development literature, as having a whole variety of 
features appropriate to contemporary poor countries—or at least those in 
Asia. Let us see what it entailed in its agrarian transition. 

When, precisely, a full agrarian transition to capitalism took place 
іп Japan, and the nature of that transition, have been matters of great 
controversy among Japanese Marxists. That controversy has been the 
central part of a more general, ‘bitter debate...on the nature of prewar 

X capitalism in Japan...the Nihon shihonshugi ronso (the debate on Japanese 
Capitalism) [Yasuba, 1975 : 63]. Тһе debate started іп 1927, and, in the 
pre-war years, was fiercely waged until 1937 [Jroh, 1980: 22 et passim]. It 
has continued, however, in the post-1945 era, and is not yet spent, affect- 
ing ‘virtually all Japanese intellectuals, Marxist and otherwise’ [Yasuba, 
1975 : 63]. Its crucial, agrarian component has come to be known as the 
‘feudalist controversy’ (hoken ronso) [Yasuba, 1975: 64). The pity is that 
so little of the relevant Japanese writing—which amounts to ‘hundreds of 
articles and books...and at least half a dozen histories of the debate’ 
[Yasuba, 1975 : 63] — has been translated into English. 

The debate on Japanese capitalism has been fought out by two con- 
tending schools of Marxist scholars: the kozaha and.the ronoha [ Himmel- 
weit, 1983 : 322-3] [/tob, 1980: 22-26, 33-37] [Yasuba, 1975]. We may 
distinguish (a) the 1927-1937 debate and (b) its post-war continuation. 

+ The kozaha, or feudalist, school in the 1927-37 debate, supported 
the political position of the Japanese Communist Party : that position 
having been guided by the Comintern’s theses on Japan of 1927, 1931 and 
1932 (those theses are noted and their essential points stated іп Шой, 1980: 
23]; they may be seen in detailed extracts in [Degras, 1971 : vol. 2, 396- 
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401, for the July, 1927 thesis ; vol. 3, 192-203 for the April, 1931 and May, 
1932 theses]. It did so through its analysis of the nature and development 
of Japanese capitalism [/toh, 1980 : 23] ! 

The Japanese Communist Party had finally adopted the 1932 thesis 
as its strategy: a strategy based on the argument that revolution іп Japan 
would proceed in two stages, a bourgeois democratic revolution and a 
socialist revolution, aud that the bourgeois revolution had not yet taken 
place Шой, 1980 : 23]. The kozaha scholars, іп support of this, held that 

` the Meiji Restoration...(was) a mere reform of the feudal land system 
...and...that a feudal or at least semi- feudal exploitation of...peasants 
still existed. The Japanese emperors since the Meiji era thus were 
seen in this scheme as existing within an absolutist monarchy whose 
social bases consisted of both feudal landowners and bourgeois 
capitalists... The poor standard of living of tenant farmers and their 
high rent in kind, still amounting to about 50 percent of gross pro- 
duct, were features of Japanese society which seemed to conform with 

this view [7toh, 1980: 23] 

In terms ofthe problematic I have been discussing, it was being 
argued that even in the 1930s an agrarian transition to capitalism had not 
taken place in Japan. Japanese capitalism ‘was based on semi-feudal land- 
ownership...(and)...semi-serfdom in the agricultural villages’ Шой, 1980 : 
24]. In the words of the Comintern thesis of May, 1932, a correct appraisal 
of the Japanese situation could not be secured *without taking into account 
and analysing the peculiarities of the system prevailing in Japan, which 
combines extraordinarily strong elements of feudalism with a very advanced 
development of monopoly capitalism' [Degras, 1971 : vol. 3, 196]. 

The view of the ronoha, or workers and peasants, school 'served as a 
theoretical basis for the left-wing of various socialist parties formed outside 
of the Communist Party...(who argued the possibility of) a direct advance 
to a socialist revolution in Japan’ Шол, 1980 : 25]. 

The ғопола scholars denied the existence of feudal or semi-feudal 
relations of production in Meiji Japan. They argued that : 

the Japanese economy had been developing asa capitalist society 

ever since the Meiji Restoration...(They) claimed that the kozaha 

school had not recognized the actual development of Japanese capi- 
talism but had merely drawn attention to its specific type. In addition 
they asserted that the kozaha view of modern history was upside 
down in regarding landownership, rather than capitalist production, 
as the fundamental determinant of the character of modern Japanese 
society. In contrast, the ronoha school regarded the Meiji Restoration 
as a bourgeois revolution, and stressed the fact that the peasantry 
was undergoing a process of decomposition into a class of wage 
labourers... They explained the high level of tenant rent by the severe 
competition among peasant farmers rather than the existence of 
Semi-feudal coercive expropriation’ [Jtoh, 1980 : 25] 


геа 
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On this view, an agrarian transition to capitalism was at an advanced 
stage, even if not fully complete. It was certainly possible to identify 
clearly the nature of that transition: and such an identification would 
require an analysis of Japan's very strong capitalist class and of develop- 
ments within the peasantry. 

We may turn to the post-war continuation of the debate. The 
kozaha argument is brought into the post-1945 era, although the position of 
kozaha scholars, still *more or less closely bound up with the ortthodox 
line of the Japanese Communist Party’ Шол, 1980 : 30], has been a changing 
one. With that changing position, there have been divisions within the 
post war kozaha school. 

In the immediate aftermath of the war, Japanese agriculture was held 
to be still pre-capitalist and semi-feudal. Critical to its subsequent deve- 
lopment, however, would be the impact of the land reform of 1946, insisted 
upon by the conquering Americans. In a memorandum to the Japanese 
Government of 9 December, 1945, General MacArthur had written of 
the ‘economic bondage which has enslaved the Japanese farmer to centu- 
rise of feudal oppression’ (cited in [Dore, 1959a : 231). In so writing he was 
(unknowingly) stating the kozaha position. In a previous memorandum, he 
had declared that ‘Japanese’ farmers and their families are about to be 
liberated from a condition approaching slavery’ (cited in [Dore 1959a: 
152]). The issue for kozaha writers was whether the land reform could be 
sufficiently far-reaching to root out and eliminate semi-feudal production 
relations in the Japanese countryside. 

Immediately after the war, a so-called neo-kozaha school emerged. 
Within it, indeed, the distinction made by Lenin, between the Prussian and 
the American paths, was reached for, and it was argued that in Japan an 
American path was possible and should be supported Шой, 1980 : 31]. 
Capitalism from below, capitalism whose impulses came from within the 
peasantry, was possible, with the destruction ofthe power of the Japanese 
landlord class (a destruction such as Lenin had called for in pre-revolution- 
ary Russia). In an article published in 1948, indeed, Yamada, a neo-kozaha 
theorist, acknowledged that postwar land reform had converted the agri- 
cultural land system from semi-feudal into modern small-scale landownership' 
Шоһ, 1980 : 31]. A variant of the American path had been set in motion. 

Wasa full agrarian transition to capitalism under way, then ? This 
neo kozaha line of argument seemed to suggest that it was: Another kozaha 
writer, Hyakuju Kurihara, in fact, in what has been described as an ‘analy- 
sis (which) was a conspicuous achievement among kozaha theorists’ Шой, 
1980: 31], postulated a distinctive post-war Japanese path : 

Supported by a rich empirical analysis he maintained that the semi- 

feudal landowning class had virtually disintegrated with postwar land 

reform, and that small farmers had consequently been put under the 
direct control of state monopoly capitalism, so that there could be no 

prospect of capitalist development in agriculture (Itoh, 1983 ; 31). 
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Here, then, it was being argued, was a resolution of the agrarian question 
without the development of capitalist relations in agriculture : “а bourgeois 
revolution, although one without the prospect of capitalist development 
Шой, 1980 : 31]. Central to this reasoning, it seems, were the following 
characteristics : the eradiction of tenancy and the creation of a class of 
owner-cultivators, a very small average holding size, and the absence of 
wage labour. Of these characteristics, only the first was new. 

It was an argument which related to post-land reform Japan. But 
might one not apply the essential logic to Meiji Japan, too? It has been 
suggested that in both cases the decisive external political power came from 
above; in neither case were the farmer or the peasantry a revolutionary 
subject acting from below’ [/toh, 1980 : 31]. A distinctive Japanese path of 
agrarian transition of this nature, with its roots firmly in the Meiji era, 


might well be argued : a non-capitalist transition, which enabled the general . 


development of capitalism to proceed. This, I think is an accurate represen- 
tation : we have an agrarian transition, in the third sense discussed in 
section 2, which allowed, through agriculture's massive contribution, 


successful capitalist industrialisation and a triumphant overall capitalist 
transformation. 


But, one notes the post-war situation does differ significantly from 
the pre-war one, in as much as the latter was characterised by a very 
powerfullandlord class, a very large class of tenants, and the massive 
extraction of surplus via rent. That, we must allow was part of Japan's 
capitalist agrarian transition. 

The neo-kozaha and Kurihara arguments did not win general support 
within the school. A viewpoint very similar to the pre-war one emerged 
as the dominant one. Іп this, “Тарап had become a semi-colony, subordi- 
nated to the interests of U.S. imperialism through the intermediary of the 
imperial absolutist bureaucracy, which still had its roots in semi-feudal 
landownership' [/toh, 1980 : 32]. According to one prominent orthodox 
kozaha writer, Harumaru Inoue (writing in the 1950s), the ‘postwar land 
reform was a mere formal alteration in the prewar semi-feudal landowner 
system. Ав proof he rcferred to the untouched ownership of forest lands, 
the remains of tenancy lands of 2.45 acres or less, and the fact that the 
scale of farms was too small to enable farmers to maintain or increase their 
standard of living’ [/toh, 1980 : 32]. This was not a view which survived for 
very long. Quite simply, ‘it was too far from Japanese agricultural reality’ 
in the post-1945 years Шол, 1980 : 32]. That seems beyond dispute. 

We may complete our treatment of the debate among Japanese 
Marxists with a brief statement of the ronoha post-1945 position. The 
ronoha scholars held that the land reform 'represented neither a bourgeois 
revolution nor mere reformation of a semi-feudal system of landownership, 
but was a reformation of modern, private landownership introduced at 
the expense of large landowners in order to mitigate the serious political 
crisis of the capitalist class’ Шой, 1980 : 36]. 


a 


THE AGRARIAN QUESTION IN ASIA 4? 


From a late twentieth century vantage point, Japan is as thoroughly 
a capitalist society as exists on the face of the earth and is currently the 
most dynamic of all capitalist social formations. The controversy between 
rival Japanese Marxist schools may be taken to reflect the unusual nature 
ofthe Japanese agrarian transition (fora capitalist agrarian transition 
assuredly took place): a transition quite unlike any that had preceded it. 
We may pause to consider the roots of that transition, which clearly lay in 
the Meiji era. 

Central to it was a powerful landlord class and a peasantry wbich, if 
it was not proletarianized during the Meiji era, was as subject a peasantry 
as one might visualise, and which, under the thrall of landlord and state, 
displayed a most restricted tendency towards social differentiation. What 
kind of landlord class wasthis? And to what manner of production 
relations did it give rise ? f . 

We may first stress how central tenancy was to the working of the 
land in pre-1945 Japan, and how it increased in significance between 1868 
and 1941. Estimates suggest that at the outset of the Meiji period some 
30 percent of the cultivated area was tenanted, with about 20 percent of 
peasants being pure tenants and 35 percent part-tenants [Dore, 1959a : 17]. 
By 1908 the tenanted area had risen to 45 percent, and it stood at 
46 percent іп 1941 (although, betweeen those two years the cultivated area 
had risen considerably) [Dore, 1959a: 19] (see [Hirashima, 1981: 63, Table 1] 
fordata on the increase in cultivated area at intervals between 1875 and 
1977). In 1941, only 30 percent of cultivators owned all of the land they 
worked [Dore, 1959a : 22]: with 27 percent pure tenants and 42 percent 
part-tenants (Hirashima, 1981: 63, Table 2] (LHirashima, 1981 : 63, Table 2] 
provides figures on farms households by type of tenure in Japan at key 
dates between 1883 and 1970). There was some regional variation in the 
proportion of tenancy, with its greatest concentration, probably, in the 
north (in Tohoku and Hokuriku districts). It was, however, remarkably 
even in its incidence, the proportion tenanted varying, between prefectures, 
only from a lower limit of 33 percent (in Nagoaki) to a higher one of 59 
percent (in Kagawa) [Dore, 1959a : 30]. 

A powerful landlord class existed in England, too, its power not 
threatened finally until the repeal of the Corn Laws in 1846. Like the 
English landlord class, the Japanese continued to appropriate surplus via 
rent. Unlike the English landlord class, however, it exerted a most power- 
ful control over the peasantry : extracting very high rents and rents whose 
incidence actually rose significantly, up to 1902. The kozaha writers, in- 
deed, placed great emphasis, in their analysis, upon rent: stressing that 
‘rent continued tobe as high as the feudal (i.e. рге-1868) dues had been 
and it was still paid in kind as in feudal days’ [Yasuba, 1975: 66]. That 
seems to have been so (for figures which show this see [Yasuba, 1975 : 66]). 
We may concentrate, however, upon the post-1868 situation. According to 
a modern estimate, by orthodox economists, between 1878-87 and 1893- 
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1902 rent paid as а percentage of yields rose from 59 to 68, and stood ай 
58 in 1908-17 (ОЛКауға and Rosovsky, 1964: 54]. That 58 percent was a very 
high figure, and so, too, the 51 percent estimated for 1916-20 [Yasuba, 
1975 : 66). f 

The proportions in question were far higher than capitalist ground 
rent would have constituted. Moreover, and again unlike the English 
situation, rent, indeed, continued to be paid in kind : for rice land (the 
most common) usually, a fixed amount of rice, sharecropping being very 
unusual [Dore, 1959a : 19, 42-3]. Both features argued against anytbing 
resembling a capitalist agriculture. The kozaha writers contended that 
here was “а high feudal or semi-feudal rent . . . (which) took all the surplus 
value from peasants...(or, indeed) more than the entire surplus value’ 
[Yasuba, 1975: 65]. This resulted in a ‘standard of living... barely 
sufficient to maintain a subsistence living standard’ (Joc. сії). A thorough- 
going capitalist agriculture, which, in order to survive, would have had 
to earn the average rate of profit on top of this, manifestly did not 
exist. 

It is clear that the power of Japanese landlords, like that of Prussian 
Junkers and possibly toan even greater extent, prevented significant 
differentiation of the peasantry. We note that Japanese agriculture was 
characterised by а remarkably small average size of holding, which is а 
clear reflection of the absence of differentiation. It has been estimated 
that around 1880 the average size of holding was about 1 с/о, or 2.45 
acres, and that in 1939 it was rougbly the same size [Dore, 1959a : 18]. 

Distribution of operated holdings was not, of course, equal. Never- 
theless, holdings that were, on average, so very small were worked very . 
predominantly by family labour. Japanese agriculture, right to the 1940s, 
had a remarkably small amount of wage labour : 

the number of hired labourers was never, before the last war higher 

than some 300,000 (out of a total of 14 million agricultural workers) 

and most of these were either young men and girls, half labourers 
and half family servants, living in and supplementing the labour of 
the family опа bigger-than-average peasant holding, or else casual 

labourers with no permanent employer [Dore, 19592 : 17]. 

Just over 2 percent of the total agricultural workforce as wage labour again 
points to the absence of capitalist production relations in Japanese agricul- 
ture over this period. It was a peasant agriculture, and one, we have 
suggested, in which differentiation was limited. 

The Japanese transition was, ina sense, an example of ‘capitalism 
from above’, inasmuch as the processes at work—capital accumulation and 
the development of the productive forces—were controlled, before 1945, 
by the powerful landlord class. But, unlike the Prussian Junkers, Japanese 
landlords did not themselves become capitalist farmers. As has been 
observed : 


There were many nineteenth century experiments in large-scale far- 


THE AGRARIAN QUESTION IN ASIA 49 


ming by enthusiastic ex-samurai newly returned from the West, but 
they mostly failed. It soon became obvious that the high rents 
which could be exacted made it more profitable for a landlord to 
lease his land to tenants than to cultivate it himself by means of 
hired labour— particularly since the techniques of rice cultivation are 
such that the advantages to be derived in large-scale farming from 

mechanization are small' [Dore, 1959a : 18]. 

They did not, to any significant degree, appropriate surplus value via the 
wage relation. 

Ultimately, Japanese peasants threw off the landlord yoke. Тһе way 
for that was, eventually, cleared by the post-1945 land reform. То that 
extent, some resemblance to Lenin's American path, ‘capitalism from 
below’, in its anti-feudal variant, might be construed. But the impulses - 
from below were muted. Rich peasants did not constitute a significant 
force. Lenin did not visualise the possibility of such a prolonged, active, 
and productive role by landlords in any possible variant of an American 
path. Nor, indeed, is it clear that one can posit the existence of capitalist 
relations in the Japanese countryside. Japanese agriculture has certainly 
been thoroughly penetrated by capitalism, but not by capitalist relations of 
production. 

The Japanese path is indeed, a distinctive one. Its distinctiveness, 
moreover, is to be located in the unusual nature of its landlord class. Both 
kozaha and ronoha writers are, perhaps, remiss in failing to analyse 
adequately the nature of this class and to identify its unusual features. 
That has been left to more orthodox scholars. We may note two crucial, 
and related, characteristics. 

The first is that, by contrast with landlords elsewhere in Asia, 
Japanese landlords were to a fairly remarkable degree non-absentee. Thus, 
at the end of the second world war, only 18 percent of the total tenanted 
area was owned by absentee landlords [Dore, 1959a:23]. А figure of 82 per- 
cent of the tenanted area being owned by non-absentee landlords is a very 
high one. Moreover, ‘the vast majority of the really large landowners—the 
nearly 3,000 who owned more than 50 cho, including the 4 giants with over 
1,000—were ... resident іп the same prefecture as their landholding’ 
[Dore, 1959а : 29]. This meant that a high degree of personal intervention 
and control was possible. 

Then, secondly, of the Japanese landlord of the Meiji era, it has been 
said that he 

presents a sharp contrast to Ricardo’s wastrel type. From the out- 

set he devoted himself to improvements, promoted societies for the 

discussion of agricultural techniques, introduced winter drainage and 
helped sponsor the growth of superior rice strains... There is no 
evidence of any sizeable diversion of the landlords’ respectable 
surpluses to high living or speculation. A large share of these 
surpluses. . . was invested outside of the primary sector’ [Ranis, 1963; 
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405] See also [Dore, 1959'b] [Dore, 1960] [Moore, 1969: ch. v, 

especially section 31). . 

Unlike the English landlord class, the Japanese landlord class took a most 
close interest in productive activity in agriculture. Suchan interest would 
not have been possible had they been largely absentee landlords. 

Any tendency 4о romanticise this paragon of thrift and productive 
activity needs to be countered by reminders of his draconian extraction of 
surplus, and the brutality and ruthlessness displayed in his treatment оѓ. 
peasants. But the Japanese landlord class was, nevertheless, most unusual, 
ifnot unique. Without such a landlord class, with both its positive and 
negative features, a transition similar to the Japanese is inconceivable. No 
such landlord class exists in any contemporary poor country. 


(b) The Taiwanese/South Korean Path 


Taiwan and South Korea are frequently represented together as 
examples of recent, successful capitalist development, and as paradigms 
for other poor countries—especially Asian countries—to follow. That 
common success is taken to include rapid industrialisation of a desirable, 
labour-intensive, kind, which has changed dramatically their economic 
structures, away from agriculture and towards industry ; impressive agri- 
cultural growth, based, also, upon labour-intensive methods ; egalitarian 
distribution of income, as a result of appropriate policies in both industry 
and agriculture ; and a particular kind of agrarian structure. 

Those who so represent the experience of these two east Asian coun- 
tries are divided on how this has been achieved, and, in particular, on the 
role of the state. On the one hand, the apparent success is seen to derive 
from the application of free market economic policies, an accompanying 
openess to international markets, and minimal state intervention. Оп the 
other, it is portrayed as the outcome of policies which are those of ‘guided 
market economies’ [White and Wade, 1985: 3 et passim], of protection 
where that is necessary, and pervasive government intervention. 

My concern here is the limited one of identifying, briefly, the specific 
form of agrarian transition followed and the role of the state therein. 
There are, we may note, differences between Taiwan and South Korea, in 
the details of their agrarian realities and experience. They are not identi- 
cal. The ‘fundamental similarities’ [Moore, 1985: 133] are, however, 
sufficiently many and sufficiently striking to justify considering them toge- 
ther; as representative of a particular form of possible capitalist agrarian 
transition. А basic similarity derives from their common experience of 
Japanese colonial rule. One cannot understand the Taiwanese/South 
Korean path without grasping the nature of that colonial experience. 

Taiwan became a colony of Japan in 1895 (conceded by China asa 
result of the Sino-Japanese War), and Korea in 1910 (having become a 
protectorate in 1905). They remained Japanese colonies until 1945. Their 
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remarkably similar colonial experience was crucial in setting the path of 
agrarian transition upon which they would embark, and which would be 
followed in the post-colonial era. 

Japan had been a net exporter of food until the 1890s ; she then 
became a moderate food importer, her net food imports increasing steadily 
thereafter ; and, by the end of the first world war, а large deficit was 
clearly established [Ohkawa and Rosovsky, 1964 : 48-49, 57-58]. Demana 
for food rose sharply during the first world war, significant rice shortages 
emerged, and rice prices rose to levels never previously experienced. Ап 
acute problem presented itself in urban areas, and there was disruption 
which culminated in the Kome Sodo, or Rice Revolt, of 1918 [Hayami and 
Ruttan, 1971: 201]. The Japanese state was shaken. By the early 1920s, 
in response to ‘the deficit in the domestic supply of foodgrains then be- 
coming acute in her metropolitan country’ [/shikawa, 1967: 102], it had 
become ‘deliberate government policy, inspired in part by the outbreak of 
the "rice revolt" of 1918, and strengthened in subsequent years', to consti- 
tute “Когеа and Taiwan as major rice suppliers for the Japanese domestic 
market’ [Ohkawa and Rosovsky, 1964 : 58] (cf. [Ishikawa, 1967: 102)). The 
need for that strategy emerged from the contradictions of Japanese capita- 
list development. 

Urban disturbance, on account of rice shortages and high rice prices, 
presented to the Japanese state a serious source of political instability. 
Japanese colonial policies in Taiwan and Korea derived from a desire to 
remove that source of instability. More fundamentally, however, they 
represented an effort to remove a serious block to capitalist accumulation, 
and continuing capitalist industrialisation, in Japan : a block deriving from 
the incomplete nature, as yet, of Japan's own capitalist agrarian transition. 
Thus: Japan was...faced with a choice between high rice prices, high 
cost of living and high wages, on the one hand, and a drain on foreign 
exchange by large-scale rice imports on the other. Both were unfavourable 
to industrial development [Hayami and Ruttan, 1971: 204]. Japanese 
industry was not yet able to proceed via capitalist accumulation. Access 
to primitive accumulation was still necessary. Japan’s capitalist industria- 
lisation might be severely constrained. A possible escape from the dilemma 
lay in acquiring cheap rice, and, indeed, considerable surplus, from the 


agriculture of her colonies. Those colonies might serve as a source of 
Japanese accumulation. 


Korea and Taiwan became the twin focus of Japanese colonial policy 
in this respect : policy whose ‘primary purpose was to finance and support 
industrial development in metropolitan Japan by generating agricultural 
surpluses through agricultural productivity’ [Hayami and Ruttan, 1971 : 
199]. The rigours of primitive accumulation were to be imposed, but to 
the advantage of Japanese capitalism. The impact upon Taiwan and 
Korea was to be very similar. It was to create the basis for a particular 
form of agrarian transition in the two east Asian countries, 
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There was ап immediate, or short-term, colonial response, and à 
longer-term one. Both involved crucial action by the colonial state. 

In the short-run, measures were taken to ensure the release, in Korea 
and Taiwan, of rice for export to Japan. Millet was imported from 
Manchuria to Korea, and Korean peasants were forced to substitute 
inferior grain for rice in their diet ; and Taiwanese peasants, with a deli- 
berate squeeze on their real income (via taxation and government mono- 
poly sales of a variety of basic commodities) were similarly forced to subsi- 
titute sweet potatoes for rice [Hayami and Ruttan, 1971 : 204]. Those 
measures, in the immediate aftermath of the ‘rice revolt’ of 1918, were 
successful. 

The question remained, however, of whether the domestic food 
supply problem should be solved, on a long-term basis, by Japanese agri- 
culture itself, or from abroad by action іп Japan's colonies (the possibility 
ofsolving it by commercial imports of rice, which would have absorbed 
scarce foreign exchange, having been ruled out). Hitherto, the strategy had 
been clear. Until the watershed of the ‘rice revolt’ : “development efforts 
in Taiwan were concentrated on sugar production and little was done in 
Korea. It was claimed that the development of rice production in those 
overseas territories should be suppressed since it would foster competition 
against Japanese agriculture ([Hattatsushi, 1953-58, vol. 9: 597] cited in 
[Hayami and Ruttan, 1971 : 204]. That now changed dramatically. Urban/ 
industrial Japan would now be fed, to a critical degree, by cheap rice from 
Taiwan and Korea. The longer-run reaction represented a decisive victory 
of urban/industrial dominant classes over those of dominant classes in 
agriculture : a victory analogous to that secured by the abolition of the 
Corn Laws in Britain. The needs of capitalist industrialisation were now 
paramount, even at the cost of ‘harming’ domestic agriculture by securing 
imports of cheap rice. 

The means had to be devised, however, to produce the necessary 
cheap rice in Taiwan and Korea, to ensure its steady flow to Japan at 
low prices ; and, indeed, more generally, to appropriate surplus. This 
involved action both at the level of the productive forces and at that of 
the relations of production. The colonial state was assiduous in the pursuit 
of such action, and its efforts were attended with success. 

Japanese colonial policy involved, for both Korea and Taiwan, a 
preoccupation with increasing agricultural growth through raising yields. 
The necessary development of the productive forces was seen to be that 
secured іп Meiji Japan (1868-1911) and, in accordance with this, “ехрап- 
sion in irrigation and drainage, dissemination of improved or better seeds, 
and spread in the use of fertilizers and manures were all energetically 
attempted’, under the aegis of the colonial state [Jshikawa, 1967 : 102] (a 
brief treatment may be seen in [Jshikawa, 1967: 94-109], and а useful 
account in [Hayami and Ruttan, 1971: 191-214]: the most systematic 
treatment of pre-war Taiwanese agriculture being [Kawano, 1941] and of 
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pre-war Korean agricultural development being [Tobata and Ohkawa, 1937], 
both in Japanese). So it was that Japanese imperialism imposed 'scientific 
advances’ upon the agricultures of Korea and Taiwan (cf. [Amsden, 1979: 
373]. That was a crucial base from which any developments which might 
take place after 1945 would proceed. 

The critical role of the colonial state is to be stressed. The neces- 
sary change in the productive forces has been portrayed ав а ‘transfer of 
rice production technology from Japan to Taiwan and Korea' [Hayami and 
Ruttan, 1971 : 198): a transmission ‘induced’ via the price system, through 
appropriate relative product and factor prices (fertilizer-price ratios etc.) ; 
but secured by investment by the colonial state in rice breeding research 
stations, geared to developing high-yielding varieties ‘adaptable to the local 
ecologies of Taiwan and Korea' (loc. cit.). 

That, however, is a very partial view of the nature of colonial state 
action. Ishikawa's apparently low-key observation that Japanese policies 
‘energetically’ pursued ‘sometimes even with the aid of the police force’ 
[/shikawa, 1967 : 102] indicates that innovations were ‘induced’ by means 
other than prices. As Amsden observes of dissemination of the ‘improved 
technology’ in Taiwan : 

By way of encouragement, an elaborate network of agricultural 

associations, under the aegis of the government and rich landlords, 

provided peasants with extension education, the cooperative purchase 
of fertilizers, warehousing, and other services, Where persuasion 
failed, the police were employed to force modern techniques onto 
rural communities which resisted change [Amsden, 1979: 346] (see 

-also [Myers and Ching, 1964)). 

The hand that brought about change was that of the colonial state. It was 
far from invisible. The approach of the post-1945 state, in both South 
Korea and Taiwan, would be ‘in large part a contradiction of Japanese 
colonial practice’ [Moore, 1985 : 136]. 

`Ме are also told that ‘this technology transfer involved relatively 
minor costs because it did not cause major changes in agrarian structure ; 
peasant or small-scale farms based on family labour continued to be basic 
units of production [Hayami and Ruttan, 1971 : 199]. Again, we are given 
a view which is absurdly distorted : inasmuch as, in this instance, it omits 
the central element in the relations of production in the countryside of 
colonial Korea and Taiwan, that of landlord-tenant relations, and the 
essential mode of surplus appropriation, rent. Thus, in Korea ‘landlordism 
as a means of extracting rural surpluses was encouraged, with many land- 
lords now being Japanese instead of Korean’ [Douglass, 1983: 186-7] (see 
also [Wade, 1983: 14)). In Taiwan, the colonial state, starting in 1905, 
pursued a kind of land reform, which sought to correct some of the 
extreme abuses of the archaic three-level system of great landlords, tenant 
landlords and cultivators (or sub:tenants). But this ‘left the existing social 
structure of landlordism intact while allowing for new farming practices 
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to be assimilated’ [Amsden, 1979 : 345] (see also [Wickberg, 1730] [Ho, 
1971 : 316-317]). 

Just as Britain attempted to apply in India a model of agrarian 
structure and transition drawn from her own experience, so, in Korea and 
Taiwan, we have an application of the pre-1945 Japanese model. Thus, in 
Taiwan, іп the 1930s some 65-70 percent of total agricultural production 
‘was produced by peasants on rented land’, while ‘ground rents amouting to 
50 percent and occasionally as much as 70 percent of a tenant's main crop 
yield were common' [Amsden, 1979: 346 and 3451] (see also [Grajdanzev, 
1941: 78]. And, in Korea: “Ву 1938 more than 90 percent of the farming 
households were either full or partial tenants. Two-thirds of the full owners 
had farms smaller than 1 hectare. Together the tenants and small owner- 
cultivators comprised the vast majority of rural producers" [Douglass, 1983: 
187]. Japanese colonial rule in Korea also saw a shift from sharecropping to 
fixed rents, and rents were very high: ranging, it seems, from 50 to 60 per 
cent of the crop [Douglass, 1983: 193]: again a feature very like that of pre- 
1945 Japan. In both cases, as in Japan, we have a powerful landlord class, 
with incentives (о produce and invest; a peasantry among whom tenancy 
was rife, and who paid very high rents; and an absence of capitalist pro- 
duction relations. 

We have seen how Japan's defeatin 1945 was followed, in that 
country, by a radical land reform, introduced by the conquering Americans, 
which abolished landlordism and produced an agrarian structure dominated 
by owner-cultivator family. holdings. The U.S. military government in 
Korea introduced a similar land reform there: passed іп 1949, resisted by 
powerful landlords; and, eventually, implemented, by 1953, in the wake of 
the upheaval of the Korean War [Douglass, 1933: 192-193]. Land reform 
entailed that landlords had ‘to turn over their land to their tenants with 
a compensation of 150 per cent of the value of the average annual produ- 
ction’, and there was a ceiling on holdings of 3 hectares [Douglass, 
1983: 193] 

The result was a structure of landholdings which remained virtually 
unchanged between the 1950s and the 1970s: with, in 1974, only 1.4 percent 
of farms greater than 3 hectares and landless households accounting for only 
4.5 percent of total agricultural households [Douglass,1983:193]. Weare told: 
"That this initial structure did not deteriorate into landlessness, tenancy or 
a bi-modal distribution of farm sizes common in other market-orientated 
Asian economies...may be partly attributed to successful enforcement of the 
land reform laws’ [Douglass, 1983: 193-1944]. The writer adds that it finds 
part of its explanation, too, in the ability of manufacturing industry to 
absorb agricultural labour (Joc. cit.). If, indeed, the land reform laws were 
successfully enforced, this was the result of determined state action. 

. In Taiwan there was, after 1945, a land reform which proceeded in 
three stages: in early 1949, in 1951, and in 1953. The first reduced rents 
(limiting land rent'to 37.5 percent of the harvest of the main crop) and 
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strengthened tenants' security of tenure; the second distributed on easy terms 
public land formerly owned by the Japanese state ; the land-to-the-tiller 
programme required landlords to dispose of land above a certain minimum 
size (holdings larger than 3 hectares of paddy) and sell to their tenants 
[Apthorpe, 1979: 521-522] [Amsden, 1979: 352]. There was, as in South 
Korea, a land reform which moved against landlords decisively and gave to 
tenants ownership rights in land. And so ‘there was an end to landlordism 
and the creation of a class of small holders’ (Joc. cit), who working the 
land with family labour, became the overwhelmingly dominant direct pro- 


ducers in Taiwanese agriculture. 
The Taiwanese land reform was not a response to actual, powerful 


impulses from below, in the countryside—' rural Taiwan was (not) at 
boiling point when land was redistri uted’ [Amsden, 1979: 352]. Rather, 
the Nationalists, with strong encouragement from the Americans, were 
influenced, by their experience on' the Mainland, *by the potential threat of 
an impoverished peasantry’ (loc. cit, emphasis mine); such that ‘in 
1948-1949 the leadership of the Kuomintang believed that without having 
recourse to land reform they would have no chance atall of retaining 
their hold over even their last province’ [Apthorpe, 1979: 522]. We note 
the postulated motivation: ‘to create a relatively conservative rural peas- 
antry, leaving the government free to concentrate its efforts to preserve 
stability in cities’ [Wade, 1985: 31]. And we note the essential condition 
for success: ‘an authoritarian, single party state’ (loc. cit.), 


The outcome of the land reform was that ‘almost overnight the 
countryside of Taiwan ceased to be oppressed by a small class of large 


landlords and became characterized by a large number of owner-operators 
with extremely small hofdings’ [Amsden, 1979: 352]. Thus, by the early 1970s 
around 80 percent of the agricultural population were owner-cultivators 
and a further 10 percent were part-owners; a mere 6 percent of farm income 
accrued to landlords and moneylenders; and 90 percent of all farms were 
less than 2 hectares in size (op. cit. pp. 352-3). 

If, however, the peasantry of South Korea and Taiwan had thrown 
off the yoke of the landlord, in each case they had found as oppressive 
a master in the state. In both cases successful industrial development has 
been secured via a continuing primitive accumulation, heavily mediated by 
the state. Agriculture has been the essential source of accumulation in 
industry, and the respective -states have been effectively, pervasively and 
` ruthlessly central to the whole process, This was so throughout the 1950s 
and if, thereafter, the squeeze on agriculture eased, by then agriculture’s 
contribution had been made: capitalist industrialisation was securely based, 
and industry could proceed by capitalist, rather than primitive, accumula- 
tion. Moreover, the state has continued to be a potent force in the count- 
ryside of the two countries. 

In South Korea, ‘the flow of marketed food surplus savings and 
people out of agriculture has been a substantial factor in industrialisation’ 
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[Wade, 1983 : 13] (see also [Lee, 1979]). Throughout the 1950s and 1960s, 
the inter-sectoral terms of trade favoured industry: with prices paid to 
peasants held down by cheap American grain, and, more significantly, by 
the state, which ‘forcibly procur (ed) rice from producers at prices well 
below the market rates’ [Moore, 1985 : 172]. This the state did through a 
variety of means : ‘through...obligatory deliveries; payment of land tax in 
kind; a rice fertiliser barter scheme ; redemption in kind (rice) of land 
received under land reform’ (op. cit., p. 173). Indeed; it has been calcula- 
ted that in the thirteen years between 1948 and 1960, the purchase price of 
‘rice never equalled the cost of production, while in six years it was less 
than 50 percent of the market price ([Мооге 1985: 172], citing [USAID, 1982: 
16). Moreover, ‘this skewing of the terms of trade against agriculture 
supported industrialisation by encouraging a continual flow of rural mig- 
rants into the industrial labour force, thus keeping industrial wage rates 
low' [Moore, 1985 : 172]. 

In Taiwan, perhaps even more effectively, ‘agriculture...gave indus- 
trial capital a labor force, a surplus...foreign exchange...and an important 
source of demand [Amsden, 1979 : 363]. In the 1950s and 1960s, agricul- 
tural output grew impressively, and 

however tight the squeeze on agriculture under Japanese rule, it was 

even tighter under the Jiang Jie-shi administration. Whereas net real 

capital outflow from agriculture had increased at a rate of 3.8 per 
cent annually between 1911-1940, it rose on average by 10 percent 
annually between 1951-1960 [4msden, 1979 : 353] (citing [Lee, 1971 : 

28] Lee's work is the classic statement on this issue). 

Here was primitive accumulation with a vengeance. Тһе terms of trade 
were significantly unfavourable to farmers; as in South Korea, there 
were compulsory rice purchases by the state, repayments іп kind (rice) of 
loans and for land sold to tenants under the land-to-the-tiller programme, 
the barter of fertiliser for rice, all, at prices considerably below implicit 
market prices; there were heavy land taxes, paid in kind, and the tax 
burden on farm families, at all levels of income, was considerably above 
that on non-farm families [Amsden, 1979 : 357-360]. 

As far as the nature of this particular capitalist agararian transition 
to capitalism is concerned, the following observations on Taiwan sum up 
crucial aspects of the South Korean/Taiwanese path : 

Fast growth and a transfer of agricultural resources to the towns... 

were neither the outcome of free market forces nor the automatic 

resu!t of purely technical phenomena—the Green Revolution. Rather 
they reflected the structure of ownership in the countryside and state 
management of almost every conceivable economic activity... Extensive 
application of science to agriculture appears to hinge оп government 
control over capital accumulation. The state distributes resources 
equally among all peasants — as the market mechanism might not do. 
Hence, there have been large gains among the many. А small class of 
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big landowners has not yet resurfaced (nor, consequently, has a poten- 
tially cohesive source of opposition to the state). It is, then, a defining 
characteristic of Taiwan’s agriculture that a multiplicity of small 
peasant proprietors exist in conformity with the bourgeois model of 
individualistic family farming while directing this drama is a highly 
centralized. government .bureaucracy...A self-exploitative peasantry, 
working long hours to maximize production per hectare, and a super- 
exploitative state, ticking along effectively to extract the fruits of the 

peasantry’s labour, operated hand-in-hand in Taiwan [Amsden, 1969: 

353, 355 and 362]. І 
Precisely the same сап be said of South Korea. 

Central to this particular form of agrarian transition has been an 
‘agriculture...thoroughly embraced by.the State [Apthorpe, 1979 : 520]. 
Landlords are not part of this agrarian transition, but their place has been 
taken by the state : a state ‘described as a garrison state, with administered 
: prices and very effective means of communication’, which within a *tightly 

controlled large-scale context leaves only a kind of residual area of mano- 
euvre for free small-scale decision-making ’ (Joc. cit.). These categorisa- 
tions are of the Taiwanese state. They apply equally to the South Korean 
state (see [Wade, 1983]). 

The Taiwanese and South Korean examples present a set of unusual 
features.. Colonial rule by Japan imposed an agrarian structure and a 
form of development of the productive forces in the image of Japan’s own 
form. The colonial state was pervasive and effective in imposing this, and 
so securing an important source of accumulation for Japanese industry. 
There was not, in any sense, a eapitalist agrarian transition in colonial 
Korea or Taiwan, inasmuch as there was no capitalist agriculture, no 
capitalist industrialisation, no overall capitalist transformation. There was, 
to be sure, continuing primitive accumulation, but that was part of Japanese 
capitalist development. 

If there has been an agrarian transition, it has taken place after 1945, 
and it is our second broad kind of transition, as identified in section 2, as 
was the case in Japan. There is a marked absence of capitalist production 
relations in agriculture (ie., of the capitalist farmer/wage labour relation), 

"but agriculture has contributed significantly to capitalist industrialisation 
and overall capitalist transformation. It is, we note, different from the 
pre-1945 Japanese agrarian transition, in the absence of a landlord class. 
Defeat of Japan in the second world war.created а political hiatus іп 1945, 
with au occupying military government able to. move against landlords 
(many of whom were Japanese) or encourage such movement. That is to 
say, the form taken has been contiagent upon an unusual political conjun- 
cture : created by a set of exogenous forces. LE 

If,however, there has been no landlord class to speak of, its place 
has been taken by a repressive state. Неге, assuredly, is no agrarian 
transition from below, It has been imposed from above, It is an agrarian 
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'transition whose passage and sustaining have required a very powerful and 
repressive state. If, indeed, there is a paradigm here for other Asian 
¿countries to emulate, it is one whose political prerequisites and corollaries 
must be noted. 

- [tis one, moreover, whose particular features itis difficult to see 
replicated іп other. Asian social formations. Elsewhere in Asia, where 
capitalist paths are being attempted, either landlord classes continue 
powerful (as, say, in Pakistan), or survive in somewhat weakened but by 
no means: inconsequential form (as, say, in India). Pervasively, unlike 
South Korea and Taiwan, highly differentiated and significantly differen- 
tiating peasantries are to be found. Classes from within such differen- 
tiating peasantries—rich peasants and capitalist farmers—have become 
part of state power, and are not separated or excluded from it, as has been 
argued to be the case in South Korea and Taiwan [Moore, 1985 : 135]. It 
seems likely that the prospects for capitalist agrarian transition elsewhere 
in Asia, whether of the first. or second broad kinds noted, will more 
fruitfully be sought in.the careful investigation of the nature of landlord 
classes and of the processes of differentiation at work, than in the contem- 
plation of the probably unique features of the South Korean/Taiwanese 
path. 

This is in.no way to preempt the great diversity of possible capitalist 
agrarian transition to which attention has been drawn in section 2. Any 
of a number of solutions to the agrarian question are possible in Asia; 
while, of course, there is no guarantee of successful transition in any 
particular.case. It is, however, to reject facile analogies and suggested 
strategies which ignore fundamental differences in historically given objective 
conditions : and especially in class relationships and in the nature of the 


state. 


1. The following, is a discussion in Marxist terms of the unity of nation states. 
For a non-Marxist treatment see [Kuznets, 1966 : 16-19]. 
2.i For a brief, Marxist statement of the unity of one state—India—in which a 
. capitalist path is being attempted cf. [Kosambi, 1977 : 2-7]. 
' 3.7 This is not to say that in the U.S.A. there was an absence of landlords. We 
. ‘note Harriet Friedmann’s reference to *rental of land by commercial agri- 
; culturalists’ and ‘growth of tenancy’ [Friedmann, 1978b : 548]. She refers the 
ў reader -to.[Gafes, 1973 : 255-58, 298-301] [Bogue, 1963: ch. ПІ] [Shannon, 
1945 : passim, esp. 161, 418] [Gates, 1954 : 230-294) [Danhof, 1969 : 88-93]. 
- The important point is not the absence of a landiord class, but, rather, that 
" i landlords did not constitute a significant or a dominating class in the U.S. 
countryside. ! m . | 
4, Friedmann makes a crucial distinction. She refers to Arthur H. Johnson's 
- classic work, The Disappearance of the Small Landowner, which was first 
: «published in 1909 [Johnson, 19631, and Johnson's argument that the decline of 
^^ — ‘small landowners’ (1.е., peasants) can be dated from the sixteenth century, as 
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a result of the growth of commercial agriculture. She stresses : ‘small 
holders...are not survivors іп any sense from the sixteenth century, but a new 
kind of household producer, a specialised commodity producer [Friedmann, 
1978b : 549]. Here are two quite distinct categories : on the one hand 
peasants, who may tend to be subsistence producers, or who produce surpluses 
irregularly, or perhaps as distress surpluses' ; and, on the other, perty 
commodity producers, who produce a regular, perhaps large surplus, on a 
commercial basis, and who are specialist, i.e., one crop, producers. 
. It has been argued that only when agriculture is fully ‘industrialised’ will wage 
labour take over from the family farm. Тһе process began long ago, and then 
appeared to reach a critical stage when, in the mid-nineteenth century, 
mechanical reapers, threshers and cultivators were introduced, and then 
tractors. The result was to increase massively the amount of land a single 
individual could cultivate by himself, or which a family could handle [ Burbach 
and Flynn, 1990 : 27-8]. This mechanisation massively increased the labour 
power—the productivity—of the direct producer in agriculture. Technical 
change also produced an immense magnification of labour power in manu- 
facturing industry. But there is a significant difference between agriculture and 
manufacturing industry. 

We may appreciate this by first considering agriculture and industry 
before the advent of the Industrial Revolution: before the ‘machine process’ 
became widespread in either. In those 

pre-machine days, farming and manufacture were alike in that operations 
in both cases were normally done sequentially, one after another ; usually 
by the same individual or family [Brewster, 1970: 31. 
Such was the case in pre-capitalist agriculture and in pre-capitalist, domestic 
or artisanal manufacturing. Mechanisation had very different effects in the two 
activities. 

We may first consider manufacturing industry. Here, mechanisation 
allowed the simultaneous performance of the many operations in the production 
process. So it was that the signal contribution of the Industrial Revolution 
was to produce а ‘revolution іп the sequence...in which men use their imple- 
ments’ [Brewster, 1970 : 4]. It was a fundamental change which unleashed 
an immense increase in productive powers. From it there emerged, necessarily 
and as a precondition of the unleashing of the productive forces, the factory 
system and a huge expansion in the scale of operation. As has been observed 
‘family units of production are unthinkable in car and steel manufacture’ 
[Brewster, 1970: 3]. So it is that in ‘true factory production’, 

work is organised around the rhythms of machines. Such a production 
system means a continuity of flow from raw material to finished product, 
automation of contro}, subdivision of work into detailed functions, unitary 
power source, and the continuous refinement of all these through the 
application of science [Burbach and Flynn, 1980 : 28]. 
In modern manufacturing industry, the essential processes can be pursued 
simultaneously, and, moreover, they are all mechanical. In a factory, the 
process of production has no biological elements. 

In agriculture, however, mechanisation did not produce this fundamental 
change with respect to the production process. Substantial advance іп 
mechanisation did not transform agriculture from an activity in which opera- 
tions had to be done sequentially. It has taken long to produce the possibility 
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of this kind of production system. Here, the very considerable mechanisation 

that has taken place has had a character quite distinct from manufacturing 

industry, Here, 
individual machines have been employed to magnify the labour power or 
productivity of the farmer at his or her various tasks, but the overall labor 
process remains much as it has for centuries : plowing, planting, harvest- 
ing, threshing. It is still caught up in the rhythms of rature...Agriculture 
involves both mechanical and biological processes, and whereas the former 
have been mechanized, the latter consists of natural rhythms of growth 
that are not easily changed into a machine production system [Burbach and 
Flynn, 1980 : 281. 

Thus, ‘the “Industrial Revolution" in agriculture is merely a spectacular change 

in the implements of production’, but without a ‘revolution in the sequence... 

in whieh men use their implements’ [Brewster, 1970: 4]. 

It is the case that in the United States (and elsewhere) ‘both family and 
larger-than-family units are as common in agriculture after mechanization ав” 
before’ [Brewster, 1970: 3]. That we have already observed, But why? The 
answer, or part of the answer, itis suggested, lies in the nature of the pro- 
duction process. Obviously, ‘in agriculture...machine methods remain as 
compatible as hand techniques with either (1) family or (2) larger-than-family 
units’ (Brewster, 1970: 5). This compatibility with family units, as the pro- 
ductive forces develop greatly and in marked contrast with manufacturing 
industry, has been explained as follows : 

. (it)...lies in the fact that farm operations are as widely separated by time 
intervals after mechanization as before ; hence, the number of things that 
must be done at the same time on a farm remains asclose as ever to the 
number of workers in an ordinary family [Brewster, 1970 : 5]. 

Each of the farm operations шау be mechanised, so increasing immensely 

. the productivity of family labour. So long, however, as they cannot be per- 
formed simultaneously, then family operation remains technically possible 
and economically viable. 

We may further say, following Mann and Dickinson [Mann апа 
Dickinson, 1978] [Mann and Dickinson, 1980), that the foregoing unchanging 
character cf agriculture, in response to mechanisation and great increase in the 
productive forces, encompasses two crucial features which make the penetration 
of capitalist relations more difficult in manufacturing industry. Тһе first is 
that *certain spheres of agricultural production are characterised by a relatively 
fixed and lengthy total production time, as is the case where the crops only 
mature annually’ [Mann and Dickinson, 1980: 286]. The effect of this is to 
constrain significantly the rate-of turnover of capital, and so the rate of profit. 
In manufacturing industry, by contrast, the rate of profit can be raised by 
increasing the frequency of capital turnover. Then, secondly, ‘some spheres 
of agricultural production . . . are characterised by а significant gap between 
total production time and labor time such that for many agricultural commo- 
dities there are lengthy periods when the application of labor is almost 
completely suspended as for example when the seed is maturing in the earth' 
(loc. cit.). Тһе effect of this is twofold : on the one hand it Benerates seasonal 
labour requirements, which give rise to labour supply and management 
problems ; on the other, it leades to underutilisation of constant capital (i.e., 
farm machinery), with machinery lying idle for long periods—a problem which 
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is particularly important given the high organic composition of capital in 
agriculture. Тһе net effect of these factors is to 
make agriculture a relatively risky and hence comparatively unattractive 
area for profit maximisation (i.e., for capitalists). Consequently, it is not 
surprising that those spheres of agricultural production marked by these 
factors tend to be left in the hands of petty commodity producers [Mann 
and Dickinson, 1980 : 286-7]. 

Another possible part of the American explanation is worth pursuing. 
This derives from the U.S. being, in essence, a /abour-scarce economy. Labour, 
therefore, was relatively costly. Had labour been abundant, and cheap, one 
might well have seen petty commodity producers—or many of them—expand- 
ing production, in part, by resorting to increasing qnantities of wage labour, 
along with mechanisation. The family farm might then have been driven out, 
or atleast reduced significantly in importance, as differentiation proceedcd 
among petty commodity producers and the capitalist/wage labour relationship 
expanded. But labour was not abundant. It was scarce (cf. [Habakkuk, 19671) 
on the implications of labour scarcity for American industry). Instead, one 
saw the steady expansion of mechanisation—moving from power-intensive to 
control-intensive activities [Binswanger, 1984] : such that steady expansion of 
output could be achieved without increase in labour beyond the size of the 
family, but, instead, through increasing mechanisation. That mechanisation, 
we have seen, gives no necessary advantage to great size (unlike industry). In 
a labour-abundant economy, a shift to wage labour might. have come far more 
quickly. If, then, the persistence of the family farm is a possible, likely 
characteristic of an ‘agrarian transition from below’, and if there is any validity 
in this argument, that persistence may be especially expected where (a) labour 
is scarce and (b) the appropriate form is taken by the productive forces. 

These are plausible parts of an explanation of the persistence of family 
farms in the United States. But, as I suggest in the text, they do not constitute 
а total explanation. Such an explanation, I suggest, must, іп part, run in terms 
of the nature of the state and the manner of state intervention in the country- 
side. 

Tn the current debate in the United States, the demise of the family farm 
is said to be contingent upon the ability of technical progress finally to learn 

how to make nature step to the tune of the capitalist clock, that is how to 
revolutionize the biological processes themselves, not just how to use 
machinery or fertilizer to augment natural processes...For most types of 
agricultural production in the United States (especially those where the 
family farm predominates)...technical advances have not yet succeeded in 
completely wedding mechanical and biological processes into factory type 
production [Burbach and Flynn, 1980 : 29]. 
One area in which substantial success has been achieved is in animal husbandry : 
with respect to cattle for meat production, dairying, and poultry, in each of 
which, largé-scale factory-like production, with wage labour is widespread 
[Burbach and Flynn, 1980: 29-30]. Then, in California agriculture is ‘more а 
system of "factories in the field” than...one of family farms, owing to the 
degree of mechanization and the use of hired labour’: an interesting example 
of ‘how mechanical and genetic engineering has transformed production’ bcing 
tomato production, which has been highly industrialised [Burbach and Flynn, 
1980 : 27]. 
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The authors of a recent work tell us : 
Although the family farm still predominates in America, it is conceivable 
that within a decade agricultural communities will be characterised by a 
polarized ‘class structure, dominated by a small but powerful agrarian 
bourgeoisie on one side, with а large number of part-time farmers, semi- 
proletarians, on the other [Burbach and Flynn, 1980: 221: 
Lenin could hatdly have anticipated that still, in the 1980s, almost а century 
after he began to write of the *American path', the demise of the family farm, 
and its replacement by the dominance of capitalist/wage labour, would be a 
matter of prediction and debate, rather than a wholly accomplished fact. 
6. See, for example, the arguments of Mann and Dickinson, outlined in 
footnote 5. 
1. Lam here quoting from Kay's Introduction, which was inadvertently left out 
of the article in question. 


Amsden, Alice H., 1979 Taiwan’s Economic History. A case of Etatisme and a 
Challenge to Dependency Theory’, Modern China, July, vol. 5, no. 3. 

Apthorpe, Raymond, 1979, “Тһе Burden of. Land Reform in Taiwan: An Asian Model 
Land reform Re-analysed', World Development, April/May, vol. 7, nos. 4 and 5. 
Banaji, Jairus, 1976, 'Summary of Selected Parts of Kautsky's The Agrarian Question’, 

Economy and Society, vol. 5, no. ], February. 

Beasley, W.G., 1973, The Meiji Restoration, Stanford, California and London: Stanford 
University Press and Oxford University Press. 

Binswanger, Hans P. 1984, Agricultural Mechanization. А Comparative Historical 
Perspective, Washington D.C. : The World Bank. 

Bogue, Allan G., 1963, From Prairie to Cornbelt : Farming on the Illinois and Iowa 
Prairies in the Nineteenth Century, Chicago : University of Chicago Press. 

Brewster, John, 1970, in Karl A. Fox and D. Gale Johnson (eds.), Readings in the 
Economics of Agriculture, London, Allen and Unwin. Originally published in 
Journal of Farm Economics, vol. XXXIII, no. 1, February, 1950. 

Burbach, Roger and Patricia Flynn, 1980, Agribusiness in Ше Americas, New York : 
Monthly Review Press. 

Byres, T.J., 1977, ‘Agrarian Transition and the Agrarian Question’, Journal of Peasant 
Studies, April, vol. 4, no. 3. . ' 

Buyres, T.J., 1979, “ОГ Neo-Populist Pipe Dreams : Daedalus in the Third World and 
the Myth of Urban Bias’, Journal oj Peasant Studies, January, vol. 6, no. 2. 

Byres, T.J., 1983, ‘Historical Perspectives оп Sharecropping’, іп T.J. Byres (ed.), Share- 
cropping and Shareholders. London : Frank Cass. Originally published as special 
issue of Journal of Peasant Studies, vol. 10, nos. 2 and 3, January/April. 

Byres, T.J., forthcoming, ‘The Agrarian Question and Differentiation of the Peasantry’, 
Introduction to Atiur Rahman, Peasants and Classes. 4 Study in Differentiation 
in Bangladesh, London : Zed Press. А 

Carter, Ian, 1979, Farm Life іп Northeast Scotland, 1840-1914. The Poor Man's Country, 
Edinburgh : John Donald. 

Chayanov, A.V., 1966, The Theory of Peasant Economy, edited by Daniel Thorner, Basile 
Kerblay and R.E.F. Smith, Homewood, Illinois : Richard D. Irwin. 

Cipolla, Carlo M. (ed.), 1973, The Fontana Economic History of Europe. Vol. (1) The 


THE AGARIAN QUESTION IN ASIA 63 


Emergence of Industrial Societies. Part One, London and Glasgow : Collins/ 
Fontana Books. 

Crosby, Travis L., English Farmers and the Politics of Protection, 1815-52, Hassocks, 
Sussex : Harvester Press. 

Danhof, Clarence, H., 1969, Change in Agriculture : The Northern United States, 1820- 
,4870, Cambridge, Mass. : Harward University Press. 

Degras, Jane, 1971, The Communist International, 1919-1943, Documents, Three Volumes, 
London: Frank Cass. Volume 1, 1919-1922; volume 2, 1923-1928 ; volume 3, 
1929-1943. First published іп 1956, under the auspices of the Royal Institute of 
International Affairs. 

De Janvry, Alain, 1981, The Agrarian Question and Reformism in Latin America, 
Baltimore, Maryland : The Johns Hopkins University Press. 

Dore, R.P., 1959a, Land Reform in Japan, Oxford : Oxford University Press. 

Dore, R.P., 19595, “Тһе Meiji Landlord: Good or Bad ?, Journal of Asian Studies, 

^ Мау, vol. 18, no. 3. i 

Dore, R.P., 1960, ‘Agricultural Improvement іп Japan : 1870-1900', Economic Develop- 
ment and Cultural Change, October, vol. 9, no. 1, part 2. 

Douglass, Mike, 1983, ‘The Korean Saemaul Undong : Accelerated Rural Development 
іп an Open Economy’, in David A.M. Lea and D.P. Chaudhuri (eds.), Rural 
Development and the State, London and New York : Methuen. 

Engels, Frederick, 1965, ‘On the History of the Prussian Peasantry’, in The Peasant War 
in Germany, Moscow : Progress Publishers. Writen in 1885. 

Engels, Frederick, 1970, ‘The Peasant Question in France and Germany’, In Selected 
Works of Karl Marx and Frederick Engels, vol. 3, Moscow : Progress Publishers. 
Written in 1894 and first published 1894-5. 

Forster, Robert and Orest Ranum (eds.), 1977, Rural Society in France. Selections from 
the Annales, Economies, Societies, Civilisations, Baltimore and London : The John 
Hopkins University Press. 

Foweraker, Joe, 1981, The Struggle for Land: A Political Economy of the Pioneer 
Frontier, Cambridge : Cambridge University Press. 

Foweraker, Joe, 1982, 'Accumulation and Authoritarianism on the Pioneer Frontier of 
Brazil', Journal of Peasant Studies, October, vol. 10, no. 1. 

Friedmann, Harriet, 1978a, ‘Simple Commodity Production and Wage Labour in the 
American Plains’ Journal of Peasant Studies, October, vol. 6, no. Y. 

Friedmann, Harriet, 1978b, *World Market, State, and Family Farm : Social Bases of 
Household Production in the Era of Wage Labor', Comparative Studies in Society 
and History, October, vol. 20, no. 4. 

Friedmann, Harriet, 1980, ‘Household Production and the National Economy : Concepts 
for the Analysis of Agrarian Formations', Journal of Peasant Studies, January, 


vol. 7, no. 2. 
Gates, Paul W., 1954, Fifty Million Acres : Conflict Over Kansas Land Policy, 1854-1890, 


Ithaca, N.Y. : Cornell University Press. 

Gates, Paul W., 1973, Landlords and Tenants on the Prairie Frontier. Studies in 
American Land Policy, Ithaca, N.Y. : Cornell University Press. 

Gerschenkron, Alexander, 1966, Bread and Democracy in Germany, New Edition, New 
York: Howard Fertig. First edition published by University of California Press, 
1943.. .. "d 

Goubert, Pierre, 1956, "The French Peasantry of the Seventeenth Century’, Past and 
Present, November no. 10. ` 

Guha, Ranajit, 1963, A Rule of Property For Bengal. Ап Essay on the Idea of Permanent 
Settlement, Paris : Mouton & Co, . 


264 SOCIAL SCIENTIST 


Gurléy, John G. and E.S. Shaw, ‘Financial Structures and Economic Development, 
Economic Development and Cultural Change, April, vol. 15, no. 3. 

Habakkuk, H.J., 1968, ‘Economic Functions of English Landowners in the Seventeenth 
and Eighteenth Centuries’, in W.E. Minchinton (ed.), Essays in Agrarian History, 
Newton- Abbot : David and Charles. Originally published in Explorations in 
Entrepreneurial History, vol. VI, 1953. 

Habakkuk, H.J., 1967, American and British Technology in the Nineteenth Century. The 
Search for Labour-Saving Inventions, London : Cambridge University Press, 

Hattatsushi, Niho Nogyo, 1953-1958, History of Japanese Agricultural Development, 
10 volumes, Tokyo : Chuokoronsha. D f 

Hayami, Yujiro and Vernon W. Ruttan, 1971, Agricultural Development. An Inter- 
national Perspective, Baltimore and London : The Johns Hopkins Press. 

‘Hirashima, S., 1981, ‘Some Issues in Indian Agriculture Viewed from the Japanese 

“ Experience’, іп J.S. Sharma, Growth and Equity: Policies and Implementation іп 
Indian Agriculture, Washington D.C. : International Food Policy Research 
Institute (Research Report No. 28). : 

Hilton, Rodney, 1973, Bond Men Made Free. Peasant Movements and the English Rising 


of 1381, London : Temple Smith. 
Himmelweit, Susan, 1983, ‘Marxist Economics іп Japan’, entry in Tom Bottomore, 


Laurence Hains, V.G. Kiernan, and Ralph Miliband (eds.), А Dictionary of Marxist 
Thought, Oxford : Basil Blackwell. 

Grajdanzev, A.J., 1941, Formosa Today, New York : Institute for Pacific Relations. 

Ho, Samuel P.S 1971, “Тһе Development Policy of the Japanese Colonial Government 
in Taiwan, 1895-1945’, in Gustav Ranis (ed.), Government and Economic Develop- 
ment, New Haven and London : Yale University Press. l 


Hobsbawm, E.J. and George Rude, 1973, Captain Swing, Harmondsworth, Middlesex : 


Penguin University Books. l 

Hussain, Athar and Keith Tribe, 1981, Marxism and the Agrarian Question. Volume 1. 
German Social Democracy and the Peasantry, 1890-1907, London : The Macmillan 
Press. А mE , : 

Ishikawa, Shigeru, 1967, Economic Development in Asian Perspective, Tokyo : 
Kinokuniya Bockstore. . 

Itoh, Makoto, 1980, Value and Crisis : Essays on Marxian Economics in Japan, Ne 
York and London: Monthly Review Press and Pluto. Е 

Johnson, Arthur Н., 1963, The Disappearance of the Small Landowner, London : Oxford 
University Press. First published in 1909. 

Joshi, P.C., 1974, ‘Land Reform and Agrarian change in India and Pakistan since 1947 : 
ТГ, Journal of Peasant.Studies, April, vol. 1, no. 3. | ' ) 

Kawano, Shigeto, 1941, Taiwan Beikoku Keizai Ron (Treatise оп. Rice Economy of 
Taiwan), Tokyo : Yuhikaku. : 5 

Kautsky, Karl, 1899, Die-Agrarfrage. Eine Uebersicht uber die Tendenzen der modernen 
Landwirtschaft und die Agrarpolit u.s.w., Stuttgart : Dietz. . 

Kautsky, Karl, 1900, Та Question Agraire. Etude Sur Les Tendances De L’ Agriculture 
Moderne, Paris : V- Giard and.E. Briere. Republished by Maspero іп facsimile, 

. Paris; 1970. er Адал E qal l 

Kay, Cristobal, 1974, ‘Comparative Development of the European Manorial System and 
the Latin American Hacienda System’, Journal of Peasant Studies, October, vol. 2, 
no.l. ` Aa - І . - 

Kay, Cristobal, 1980, “The Landlord Road and the Subordinate Peasant Road tọ 

; : Capitalism in Latin America’, Efudes Rurales, January-March, no. 71, 


THE AGRARIAN QUESTION IN ASIA 65 


Kosambi, D.D., 1977, The Culture and Civilisation of Ancient India In Historical Outline, 
New Delhi : Vikas Publishing House. 

Kuznets, Simon, 1966, Modern Economic Growth : Rate, 5утоште апа Spread, New 

Р Haven and London : Yale University Press. 

'Lée, E., 1979, ‘Egalitarian Peasant Farming and Rural Development : The Case of 
South Korea', World Development, vol. 7, nos. 4 and 5. я 

Lee, Teng-Hui, 1971, Inter-Sectoral Flows in the Development of Taiwan : 1895-1960, 
Ithaca, N.Y. : Cornell University Press. 

Lefebvre, Georges, 1977, “Тһе Place of the Revolution in the те Нісіогу оѓ 
France’, in [Forster and Ranum, 19771. Originally published in Annales, 1, 1929. 

Lenin, V.L, 1960, Review of Karl Kautsky, Die Agrarfrage (1899), in vol. 4 of Collected 
Works, Moscow : Foreign Languages Publishing House. Written and fist 
published in 1899. 

Lenin. V.I., 1961a, The Agrarian Question and the "Critics of Marx", in vol. 5- of 
Collected Works, Moscow : Foreign Languages Publishing House. Written in 
1901. 

.Leniu, V.I., 19610, The Agrarian Programme of Russian Social-Democracy, in vol. 6 of 
Collected Works, Moscow : Foreign Languages Publishing House. Written and 
first published in 1902. 

Lenin, У.1., 1962, The Agrarian Programme of Social-Democracy In The First Russian 
Revolution, 1905-1907, in vcl. 13 of Collected Works, Moscow : Foreign Languages 
Publishing House. Written in 1907, and first published in 1908. 

Lenin, У.1., 1963, The Agrarian Question іп Russia Towards the Close of the Nineteenth 
Century, in vol. 15 of Collected Works, Moscow: Foreign Languages Publishing 
House. Written in 1908, and first published in 1918. 

Lenin, V.L, 1964a., The Development of Capitalism in Russia, in vol. 3 of Collected 

- Works, Moscow : Progress Publishers. Written 1896-99 and first edition published 
in 1899. l ` | ) 

Lenin, УЛ., 1964b., New Data Оп The Laws Governing The Development of Capitalism in 
Agriculture, in vol. 22 of Collected Works, Moscow : Progress Publishers. First 

. published in 1915. 

McCord, Norman, 1968, The ator ioral, 1838-1846, 2nd edition, London 
Unwin University Books. 

Mann, Susan А. and James M. Dickinson, 1978, ‘Obstacles to the Development ofa 

` — Capitalist Agriculture’, Journal of Peasant Studies, July, vol. 5, no. 4. 

Mann, Susan А. and James M. Dickinson, 1980, ‘State and Agriculture in Two Eras of 
American Capitalism’, in Frederick H. Buttel and’ Howard Newby (eds.), The 
Rural Sociology of the Advanced Societies, Montclair NJ. and London : Allanheld/ 
7 Osmun and Croom Helm. 

Marx, Karl, 1961, Capital. Volume 1, Moscow : Foreign Languages Publishing House. 

Marx, Karl, 1962, Capital. Volume 3, Moscow : Foreign Languages Publishing House. 

. Marx, Karl, 1979, The Eighteenth Brumaire of Louis Bonaparte in Karl Marx and 

І Frederick Engels, Collected Works. Volume 11, Lawrence and Wishart. Originally 
published in 1852. 

Moore, Barrington, 1967, Social Origins of Dictatorship and Democracy. Lord and 
Peasant in the Making of the Modern “World, London: Allen Lane, The Penguin 
Press. 

Moore, Mick, 1985, ‘Economic rw and the Rise of Civil Society', in [White and 
Wade, 1985]. 


66 SOCIAL SCIENTIST 


‘Myers, Е.Н. and A. Ching, ‘Agricultural Development in Taiwan under Japanese 
Colonial Rule’, Journal of Asian Studies, August, vol. 23, no. 4. 

Nolan, Peter, 1976, *Collectivisation in China: Some Comparisons with the U.S.S.R.’, 
Journal of Peasant Studies, January, vol. 3, no. 2. 

Nolan, Peter, 1983, ‘De-collectivisaton of Agriculture in China, 1979-82’, Economic and 
Political Weekly, August 13, vol. XVIII, no. 33. 

Ohkawa, Kazushi and Henry Rosovsky, 1964, "The Role of Agriculture in Modern 
Japanese Economic Development’, in Carl K. Eicher and Lawrence W. Witt (eds.), 
Agriculture in Economic Development, New York : McGraw-Hill Book Company. 
Originally published in Economic Development and Cultura] Change, October, 1960, 
vol. 9, no. 1, part 2. 

Perelman, Michael, 1977, Farming For Profit ina Hungry World, Montclair, N.J. : 
Allenheld, Osmun. 

Perkins, J.A. 1984, ‘The German Agricultural Worker, 1815-1914, _ Journal of Peasant 
Studies, April, vol. 11, no. 3. 

Preobrazhensky, E., 1965, The New Economics, London : Oxford University Press. 

Ranis, Gustav, 1963, ‘The Financing of Japanese Economic Development’, in Barry Е. 
Supple (ed.), The Experience of Economic Growth, New York : Random House. 
Originally published in Economic History Review, April, 1959, 2nd series, vol. xi, 
no. 3. 

Reed, Mick. 1986, ‘Nineteenth Century Rural England: A Case for “Peasant Studies”?’, 
Journal of Peasant Studies, October, vol. 14, no. 1. 

. Saith, Ashwani, 1985, ‘‘Primitive Accumulation”, Agrarian Reform and Socialist 
Transition : Argument’, Journal of Development Studies, vol. 22, no. 1, October 
(Special Issue on ‘The Agrarian Question in Socialist Transitions). 

. Seddon, David and Ronnie Margulies, 1984, ‘The Politics of the Agrarian Question in 

Turkey’, Journal of Peasant Studies, vol. 11, no. 3, April. 

Shannon, Fred A., 1945, The Farmer’s Last Frontier, Agriculture, 1860-1897, New York 
Toronto : Farrar and Rinehart Inc. 

Soboul, Albert, 1956, “Тһе French Rural Community in the Highteenth and Nineteenth 
Centuries’, Past and Present, November, no. 10. 

Soboul, Albert, 1977, ‘Persistence of ‘‘Feudalism’’ in the Rural Society of Nineteenth 
Century France’. in [Forster and Ranum, 1977]. Originally published in Annales, 
September-October, 1968, 23. 

Spring, David (ed.), 1977, European Landed Elites in the Nineteenth Century, Ontario : 
Burns and MacEachern. 

Stern, Fritz, 1977, ‘Prussia’, in [Spring, 1977]. 

Thompson, F.M.L., 1977, ‘Britain’, in [Spaing, 1977]. 

Thorner, Alice, 1982, 'Semi-Feudalism or Capitalism ? Contemporary Debate on Classes 
and Mode of Production in India’, Economic and Political Weekly, vol. XVII, nos. 
49, 50 and 51, December 4, 11, and 18. 

.Thorner, Daniel, 1955, “Long-Term Trends of Output in India’, in Simon Kuznets, 
William E. Moore aud Joseph J. Spengler (eds.), Economic Growth : Brazil, India, 
Japan, Durham N.C. : Duke University Press. 

Tobata, Seiich and Kazushi Ohkawa, 1937, Chosen Beikoku Keizai Ron (Treatise on Rice 

І Economy of Korea), Tokyo : Nihon-gakujutsu Shinkai. 

Turner, Michael, 1984, Enclosures in Britain, 1750-1830, London : Macmillan. 

USAID, 1982, The Economic Development of Korea: Sui Generis or Generis ?, Washin- 
gton. 

Velho, O.G., 1973, Modes of Capitalist Development, Peasantry and the Moving Frontier, 


THE AGRARIAN QUESTION IN ASIA 67 


Ph.D thesis, University of Manchester. 

Weber, Eugen, 1979, Peasant Into Frenchmen. Тһе Modernisation of Rural France, 1870- 
1914, London : Chatto and Windus. 

Wade, Robert, 1985, ‘State Intervention in '*Outward-Looking" Development : Neoclas- 
sical Theory and Taiwanes Practice', in [White and Wade, 1985]. 

Wade, Robert, 1983, 'South Korea's Agricultural Development : The Myth ofthe 
Passive State', Pacific Viewpoint, May vol. 24, no. 1. 

White, Gordon and Robert Wade, eds., 1935, Developmental States in East Asia, Falmer 
Institute of Development Studies. 

Wickberg, E.B , 1970, ‘Late Nineteenth Century Land Tenure in Northern Taiwan’, in 
Leonard H.D. Gordon (ed.), Taiwan : Studies in Chinese Local History, New York : 
Columbia University Press. 

Yasuba, Yasukich, 1975, 'Anatomy of the Debate on Japanese Capitalism', Journal of 
Japanese Studies, Autumn, vol. 2, no. 1. 

Zeldin, Theodore, 1977, ‘France’, in [Spring, 1977]. 

Zeldin, Theodore, 1979, France, 1848-1945, Ambition and Love, Oxford: Oxford 


University Press. 


ATIUR RAHMAN* 


Differentiation of the, Peasantry іп Bangladesh : 
1950s to 1980s 


Introduction : Situating the Problem 


THE ECONOMIC backwardness of most Third World countries including 
Bangladesh is to a great extent explained by the unresolved agrarian question. 
The manner in which the latter is resolved in a way determines the way 
out of the impasse called underdevelopment. Given the different experien- 
ces of even this, any analysis of the agrarian question necessitates : 

„delineation of the complex and varied means whereby capitalism 
became the dominant mode of production in agriculture : growing 
out of simple commodity production, here via the landlord class and 
there via a peasantry which gradually became differentiated ( so 
providing tbe extremes, a stratum of rich peasants who ultimately 
become capitalist farmers and a stratum of poor peasants who were 
transformed into agricultural labourers or who joined the urban 
proletariat); slowly penetrating the countryside, developing the forces 
of production in manifold ways and raising agricultural producti- 
veness; eroding feudal and semi-feudal relations of production and 
replacing them with the stark opposition of a class of capitalist 
farmers and one of wage labourers. This, the agrarian transition to 
capitalism (which, to be brief, we may call the agrarian transition), 
represented a conditio sine qua non for resolving of the agrarian 
question.! 

Thus, in order to locate the possible terrain of the resolution of the 
agrarian question in the specific context of Bangladesh, it is imperative 
that one should investigate the composition of its peasantry and assess 
whether that composition is changing.” 

Early Marxists, especially Engels, at the cnd of the nineteenth cen- 
tury, investigated these issues purely out of political concern. They were 
preoccupied with the problem of how to capture political power in Euro- 
pean countries in which capitalism was developingapace, but had not yet, 
as it was expected ultimately to do, swept away all before it in the country- 
side. It is due to this underdeveloped nature of capitalism, that Marx and 
Engels stressed the political apathy of the peasants : an apathy born, in part, 
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: of their objective material condition. However by the 1890s, capitalism 
had matured to an extent where new conditions were developing in 
the countryside. These new conditions were ones in which differentiation 
was proceeding apace and new class relations were emerging. Here came in 
Kautsky. and Lenin, who were equally political in;their-concerns.4 

Both Kautsky and Lenin were addressing the agrarian question as a 
peasant question—how far capitalism, to the extent it was developing, had 
not eliminated the peasantry as a: crücial-political force. For Lenin, the 

‘peasantry no longer constituted an -'integral class’, a view which also 
loomed.large in Kautsky's analysis. This -Kautsky-Lenin approach to the 
agrarian question is the one which is most widely taken into account today, 
in those poor countries where the capitalist path is being attempted. 

According to Engels, it was the-‘small peasant’ who occupied the 
space at the end of the differentiation spectrum. Capitalism had not yet 
eliminated him. He was a 'future proletarian' [Engels, 1970: 460], 
occasionally ‘selling his.labour under economic pressure. Lenin’s poor 

- peasant occupied the same position in the differentiation spectrum. But his 
poor. peasant was definitely different from Engel’s ‘small peasant’. The 

. pressures of competition, impoverishment and indebtedness had clearly 

: driven him into a situation to sell his labour power, not exceptionally as 

.implied by Engels, but regularly in order to ensure his survival. He is 
much closer to the status of a proletarian than. is his- counterpart in the 
Engels schema. 

Lenin's middle peasant is much closer to Engel’s small peasant. He 

..earned.just enough to meet.the family expenditure, hiring out labour more 
than what he hired in. Theirs is a very precarious position—unstable and 
transitional between that of the.peasant сы and the proletariat 
[Lenin, op. cit., 79-80]. 

Lenin's rich peasants constitute . a. pisi bourgeoisie, quite distinct 
from the middle peasantry. They are completely commercialised, produc- 
ing primarily for the market. They hire in labour regularly. They are not 

‘ fully-formed capitalist farmers, but are on the way to becoming so. They 
are more productive and hence more stable economically, enjoying a kind 
of economic independence. 

Such, in brief, is Lenin's differentiation schema. Не saw differentia- 
tion clearly in class terms (hence the name social differentiation) in direct 

- opposition to the narodnik or. populist viewpoint - The latter saw no class 
formation taking place within the. peasantry,,and therefore no social diffe- 
rentiation and, по development of capitalism. They saw the continuing 
reproduction of an archetypal pristine peasantry. They preferred to bet 
on them for the successful development of Russia : not via acapitalist but 
through a populist path. There soon developed a new school of such 
scholars, led by AV Chayanov, who viewed differentiation as a demogra- 
phic phenomenon without any process of class formation, in the Marxist 
sense, taking place, 
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· The debate between Lenin and Chayanov, or between those who ~ 
-embrace a position broadly alike to Lenin or Chayanov has not lost its rele- 
vance nor its force in the context of poor countries like Bangladesh.? Тһе 
issues pertaining to differentiation of the peasantry thus posed continue to 
call for careful scrutiny in differing concrete situations. And this is what 
has been attempted in this paper. 


Differentiation of the Peasantry in Bangladesh 

The major hypothesis of Leninist class differentiation postulates an 
acute concentration of the means of production over time in a few hands 
with simultaneous dispossession of the same from the majority ofthe 
owners. Land, being the principal means of production, will naturally get 
the greater emphasis. The analysis primarily emanates from the data 4 
relating to ownership and use of land in two of our study villages (one in 
the district of Jamalpur using a larger quantum of modern inputs and the 
other in Bogra district with relatively lower usage of HY inputs) often 
supplemented by national statistics. Information on the ownership of other 
means of production and the changing social relations of production will 
be used whenever necessary in order to grasp the process of differentiation. 
Even though, we concentrate on three cut-off periods, the 1950s, "70s and 
'80s while focussing on land relations, we often go back to the 1940s to 
construct the appropriate historical canvas. і 


The Evolving Agrarian Structure 

The Bengal peasantry had been differentiated even during the British 
period and a distinct group of surplus Muslim raiyats had come into being. 
Various means of exploiting the peasantry such as money-lending, trading 
etc., were utilized and the stability of the peasantry was affected conse- T 
quently. Thus a process of disintegration had already started even before 
the partition of 1947. 

By 1938 the Floud Commission recorded the high degree of disinte- 
gration and differentiation of the Bengal peasantry. Five acres of land 
were considered by the Commission as the minimum size of a viable hold- 
ing ; substantial sections of the peasantry were found to be living below 
subsistence level according to this yardstick. А sample survey carried out 
by the Commission in 1938 found that 74.6 per cent of the households in 
rural Bengal had holdings below the subsistence level ; only 25.4 per cent 
had more than 5 acres of land. The survey also showed that 45.8 per 
cent of the households had less than 2 acres of land; while only 7.7 per 
‘cent households had holdings larger than 10 acres.» 

It also showed that the percentage of families mainly dependent on 
‘share-cropping or agricultural labour for their livelihood in 1938-39 was 
31 per cent. The districts which exceeded the average were Khulna (55 
per cent), Pabna (41 per cent), Faridpur (39 percent), Dinajpur (37 per 
cent), Rajshani (36 per cent) and Rangpur (32 per cent)” The findings of 
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- the Floud Commission thus support the proposition that "surplus" Muslim 
peasants existed even before the partition of India. 

In the early forties, the presence of rich Muslim jotdars in North 

Bengal was mentioned by Bell? while writing the Settlement Report on 


Table I 


Pattern of Distribution of Landownership and Importance 
of Sharecropping in 1944-45 


NENNEN i LL 
Percen- Percen- Percen- Percen- Percen- Percen- 
tage tage tage tage tage tage 

Landownership of of share share owned cultiva- 

-— groups house- land of ren- of ren- land ted land 
holds owned tedout tedin share- share- 

land land cropped cropped 


out in 

Own only homes- 

tead land or land- . 

less 29.9 1.6 nil 26.5 nil 97.3 
Own upto 1.0 acre 19.5 4.6 2.9 18.7 15.3 54.3 
1.01 to 3.0 acres 25.1 18.5 9.0 29.6 11.8 27.3 
3.01 to 5.0 acres 10.3 15.0 9.6 129 15.7 16.1 
Over 5.0 acres 15.3 603 784 122 361 5.5 


— ra e ——— M ——Ó————————————————— 


АП households 100.0 100.0 100.0 100.0 27.0 21.2 


с 


Source : Hossain, 1981 (Table V, p. 19) compiled from Abdullah 1976 Table VI, 
p. (105). 


Dinajpur. Bell noted a three-tier pattern of agrarian relations in the rural 
areas, According to Bell, rural Bengali society had three distinct classes.? 

(i) Class I—landowners (zamindars, talugdars, patnidars etc.) and 
rich farmers (jotdars, gatindars, haoladars) (ii) Class TI—self-sufficient pea- 
sants (raiyats) and (iii) Class III—sharecroppers (bargadars) and agricul- 
tural labourers (Krishans). 

The differentiation among the Bengal peasantry was also confirmed 
by Ishaque’s plot to plot survey (1944-45) of 5,284 random households in 
rural Вепра!19 The results of the survey have been recalculated by 
Abdullah. Abdullah’s tables have been recompiled by Hossain.” While 
reorganizing Ishaque’s data, Hossain concludes that only 15.3 per cent of 
rural households owned more than 5.0 acres of land (compared to 25.4 per 
cent in 1938, according to the Floud Commission report) and they owned 
more than 60 per cent of the total land. However, they gave out more 
than a third of their land to sharecroppers and because of that, their share 
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of cultivated land was not as high as owned land. They accounted for 
about 78 per cent of the total sharecropped land. On the other hand, 
mainly the poor were sharecroppers. Table I gives further details. 

Another study by the Indian Statistical Institute (1946) also revealed 
the unequal agrarian structure of Bengal in the 1940s. It found that in 
rural Bengal, only 11.5 per cent of the total households owned 5 acres or 
more.? Compared to the findings of the Land Revenue Commission of 
1938, the findings of both Ishaque's survey and the Indian Statistical Insti- 
tute survey bring to light changes in landholding pattern in rural Bengal 
leading to increasing concentration of ownership. Relying on these sur- 
veys and his own field studies in six villages of Bengal, Mukherjee, like 
Bell, identifies three distinct classes of peasantry in Bengal during the last ` 
stage of British rule in India." These classes were, 

(1) Class I, comprising of the landed gentry, viz, the landholders, and 
supervisory farmers i.e. of the subinfeudatory landlords, and the pros- 
perous non-cultivating or supervisory farmers. They formed the top most 
group in the villages. 

(2) Class II, comprising mainly of the self-sufficient peasantry ; with. 
artisans and traders also included in this class. , 

(3) Class III, comprising of the remaining occupational groups, 
viz. the sharecroppers, agricultural labourers, serviceholders and others. І 

: Class І formed the landed gentry and thrived on the concentration of 
land.and use of others’ labour. According to a survey of the Indian 
Statistical Institute (1946), this class accounted for only 4 per cent of rural 
households in Bengal but owned 11 per cent of the total land. 

Class II, comprising mainly self-sufficient and self-cultivating peasants 
with proprietory rights on land plus more or less self-sufficient artisans and 
traders accounted for 42 per cent of the total number of households and 
owned 68 per cent of the total land (see 1946 survey). 

Class ІП had very little or no land of their own and were primarily 
dependent on Class I for their living. 

According to Mukherjee,? the rural economy of Bengal іп the 
British period was dependent on two sets of production relations one bet- 
ween classes I and ШІ as owners and non-owners of the means of produc- 
Ной (mainly land) and users and suppliers oflabour, respectively, and 
the other constituted by class П as owners of the means of production and 
users of their own labour. Mukherjee holds that class II was the only 
form of production relations in rural Bengal in the pre-British period and 
the introduction of the Permanent Settlement in 1793 made possible the | 
emergence of classes I and 11.2 

In the relationships between Class I and Class Ш those bereit 
land-holders and sharecroppers predominated rather than that between 
a supervisory farmer and an agricultural labourer. Mukherjee” explained, 
this іп two ways: a sharecropper was assured of employment throughout 
the year, this did not hold true in the case of an agricultural labourer 
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and а sharecropper enjoyed more or less the same social status asa rayat 
(Class II, peasant) while an agricultural labourer was socially ranked below 
a class II peasant. . 

This new relation of production in agriculture allowed unhindered 
exploitation of, the landless ‘and near-landless by the landed gentry.: The 
process :of concentration of land.and agricultural income in the hands of , 
class I was accelerated. Sharecropping and cultivation by hired labour 
continued to grow at the expense of self-cultivation without any improve- 
ment in the technique of production. 

However, during the final phase of British rule in India, the arbitrary 
powers of zamindars and their subinfeudatory agents came under attack 
from various quarters—the increasing prominence of urban professiona] 


classes, the division of holdings due to inheritance and population growth : 


and the increasing socio-political consciousness of the peasantry, all com- 
bined to make irrational exercise of power increasingly difficult. - 

Communal tension also became a cause of worry for Hindu 
zamindars.? The Floud Commission had recommended the abolition of the 
zamindari system and its replacement by a settlement between the state 
and thé cultivators.? Тһе zamindari system more or ess collapsed in the 
years immediately preceeding the partition of India in 1947. The departure 
of almost all Hindu zamindars and rich raiyats for India after 1947 created 
opportunities for rich Muslim peasants to expropriate the land vacated by 
them. i 

To legalise the de facto expropriation of land by Muslim jotedars 
and rich peasants, the East Bengal Legislative Assembly passed the East 
Bengal State Acquisition and Tenancy Act (EBSATA) on -February 16, 
1950.2 However, the process of implementation of the Act was insufficient 
to ensure redistribution of land, so that ultimately concentration of 
agricultural land remained at the previous level, and in some cases even 
increased, : 

Given this historical background we may now look into the agrarian | 
structure of our study villages. l ' 


The changing landholding pattern in the study villages 

Village-I was not affected significantly in terms of the distribution of 
ownership rights of land by the Act of 1950. There were no resident 
zamindars or their agents in the village. "The raiyats just became maliks— 
a change of status which did not alter in effect the distribution of holdings. 
In a few cases, the rich Muslim raiyats gained some land from their Hindu 
counterparts who decided to leave the village (or the neighbouring villages) 
to settle in India. Тһе price paid for this land was, indeed, very nominal, 
as always is the case with this type of distress sale. But drastic changes 
were observed in village-2. There were two small zamindars (in fact 
jotedars) in this village enjoying titles to at least three hundred acres of 
land (not necessarily within the boundary of village-2 in the pre-BBSATA 
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period. They lost their control over the zamindari lands and became 
ordinary landowners. Their raiyats, who actually cultivated the lands 
earlier, became the maliks (i.e. land owners). 

Significant changes occured in the Jand-holding pattern in both villages 
in the 1960s and 1970s. The concentration ofland in the hands of a few 
was seen to have increased over time in both villages, though the magnitude 
of that concentration varied from village to village. 

The mid-1960s saw the begining of the ‘Green Revolution’ in rural 
Bangladesh. But none of our study villages seems to have been affected 
by that early phase of the ‘Green Revolution’. 

The war of liberation in the early 1970s brought many changes in 
rural Bangladesh. The first post-liberation Government, annourced a new 
land reform bill. More modern agricultural inputs were made available to 
the farmers. Village-1 seems to have benefited more from this later phase of 
the ‘Green Revolution’ and has consequently undergone the tremendous 
stress and strain of income inequalities that usually follow such an inflow 


Table П 
Village 1: The Growth in the Number of Households Population 


and the Size of Landownership 
1951-1981 


и анне нин ÓnÓ— ———À———————— À—————— À— 
Percentage Percentage Percentage Percentage 


Annual Annual 

change change change change 

Items 1951 1972 1981 (1951- (1951- (1972- (1972- 
1972) 1972) 1981) 1981) 





No. of HH 138 173 200 --25.36 +1.20 +15.60 +1.73 
Population 566 873 1183 +54.24 +2.85 +35.51 +3.94 
Average 
household 


size 4.10 5.04 5.01 +22.92 +1.09 +17.26 +1.91 
(members 

per house- 

hold) 

Average land 

owned for 


HH 4.12 2.66 2.18 —35.43 --1.68 — 18.04 —2.00 
(in acres) 

Average land 

owned per 1.00 0.52 0.37 —48.00 —2.28 —40.54 —4.50 
capita 


(in acres) 
a ae MEER E CC CC C CC C" ————— c n mamas жесі 
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of modern inputs." Village-2, untill very recently, witnessed little of this 
inflow. Atthesame time, population has increased quite fast in both 
villages during the last three decades and the impact of this demographic 
explosion can be seen in the declining per capita share of land. 

These conclusions have been drawn from the data collected during our 
fieldwork in the early 1980s. А recent quick resurvey (1985) also supports 
these trends. Table lI and III provide a general picture of the changing 
pattern of land-man relations over the period 1951-1981. From tables II 
and Ш а steady increase in the number of households and population in 
both villages with a simultaneous decline in average land owned per house- 
hold and per capita can be noticed. 


Table III 


Village 2: The Growth in the Number of Households Population 
and the Size of Landownership : 1951-1981 





Percentage Percentage Percentage Percentage 


Annual Annual 
Change change Change change 
Items 1951 1972 1981 (1951- (1951- (1972- (1972- 


1972) 1972) 1981) 1981) 





No.of HH 51 81 121 4-58.82 +2.80 +49.38 +5.48 


Population 220 379 656 +72.27 +3.44 +73.08 +8.12 
Average HH . 


size (members 4.31 4.68 5.42 + 8.58 +0.41 +15.81 +7.75 
per HH) 

Average land 

owned per 


HH 5.89* 3.78 2.76 —35.82 —]1.70 —26.98 --2.99 
(in acres) 

Average land 

owned per 


capita 1.36 0.81 0.51 —40.44 —].92 —37.03  —4.11 
(in acres) 
t € —— 
Note : HH —Household 
*Mukherjee found the average land owned perhousehold for the Interior villages 
. (village-2 was one of them) as 6.1 acres in 1942. 


The decline in per household .and per capita land owned was worse 
in the 1970s than the previous period in both villages. The per household 
land owned declined to almost half between 1951-81. Whereas the annual 
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decline between 1951-1972 for village-1 was (—) 1.68 percent, that bet- 
: ween 1972-81 was (—) 2.00 per cent. The corresponding rates for village-2 
were-(—). 1.70 percent and (--) 2.99 percent respectively. 

The decline in the per capita figures was even more drastic. Though 
the length of the period between 1972-81 was almost half of that between 
1951-72, the percentage. decline in per capita landownership size in 1970s 
was almost equal to the percentage decline in the 1950s and 1960s taken 
together in both the villages. Whereas the annual rate of decline in per 
capita terms for Village-1 between 1951-1972 was (—) 2.28 per cent, that 
between 1972-81 was (>) 4.50 per cent. The corresponding figures for 
village-2 were (—) 1.92 per cent and (—) 4.14 per cent. The 1985 resurvey 
results also support this trend. In village-1, we found that within a span 
of about four years, the number of households increased to 269, population 
increased to 1258, average family size being 6.02, the per household land 
‘declined to 1.94 acres and the per capita land fell to .32 acres. Thus in 
between 1981 to 1985, the growth in the number of households was (+) 
.4.50 per. cent, with the annual change Беіпр (+) 1.13 per cent. The growth 
in population was (+) 6.34 per cent, annual growth being(4-)1.59 per cent. 
The family size increased by (+) 1.86 percent, slightly less than the 1970s. 
The other two variables, -related to land declined significantly. The 
average landowned per household declined by (--) 2.75 per cent (annually). 
The per capita landowned declined by (—) 3.38 per cent annually. 

Thus it can be seen that the situation has been deteriorating 
secularly. However, this overall picture can be quite misleading. Not all 
hoüseholds suffered economic decline. In fact, asection gained economi- 
cally by acquiring more land through buying, mortgaging and renting in 
land. Ifthe households are distributed into nine empirical categories, 
there emerges a highly differentiated picture. Tables IV and V provide the 
heterogencous image. These two tables make clear a wide range of 
changes that have been underway in the two villages since the early 
19508. 

The proportion of households in the landless and land-poor groups 
swelled whereas that in the land-rich groups, in fact, ebbed over the last 
three decades. Тһе proportion of households owning less than 0.50 acres 
land (including the landless ones) in village-] increased sharply from about 
19 percent in 1951 to about 31 percent in 1972 and finally to 41 per cent in 
1981. Itjumped to 48 79 percent іп 1985. Тһе corresponding figures 
for village 2 are 12 percent, 16 percent and 41 percent. Though the exact 
figures for village 2 for 1985 are not available, the impressionistic view is 
th.:t the figure increased less rapidly than that of village-1. 

The burden of supporting additional mouths by the marginal house- 
holds also increased steadily during the period under consideration. The 
above two groups together constituted about 14 per cent of the population 
of village-1 in 1951. The. proportion increased to 26 per cent in 1972 and 
46 30 per cent in 1981 and finally to 33.36 per cent in 1985. The corres- 
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ponding, population figures for village-2 are 7 per cent, 13 per cent and 32 
percent. 

But the total land owned by the poorest section of the peasantry did 
not increase at the same pace. In village-1, they owned 0.38 per cent of 
the total land in 1951. This increased to 2.37 per cent in 1972 and 3 06 
per cent іп 1981. It remained more or less same in 1985, although the pro- 
portion of households in this bracket increased quite significantly. The 
corresponding figures, for village-2 are 0 37 per cent, 0.34 per cent and 1.90 
per cent. Most of this was, in fact, homestead land. 

The decline in their economic position becomes clearer if the per house 
hold and per capita figures are considered. The per capita figure declined 
more than the per household figure. The extent of this decline was greater 
during the period 1972-81 than during 1951-72. While per capita figures 
declined in general, the degree of dispossession was much more severe in 
the landpoor groups. This holds true for both the villages. 

Groups 8 and 9 together constituted about 10 per cent of households 
of village-1 and owned about 47 per cent of the land in 1951. By 1972 tho- 
ugh the proportion of households in these two groups had declined by half, 
their share of land bad declined by only 11 per cent. By 1981, they consti- 
tuted only 7.50 per cent of total households and owned more than 40 per 
cent of total land. In 1981 while they constituted only 6.21 per cent of total 
households, they owned as much as 42 per cent оҒ total land. Similarly in 
village-2 groups 8 and 9 together comprised about 29 per cent of house- 
holds in 1951. This proportion declined drastically to about 10 per cent in 
1972 and about 7 percent in 1981. Although the proportion in total house- 

- holds shraak, their share of owned land did not decrease proportionately. 
These two groups together owned about 65 per cent of the land in 1951.22 
Their share dropped to 42 per cent in 1972 and again increased to 45 per 
cent in 198]. 

The per household figures increased in both the villages. However, 
there has been some decline in the per capita land due (о overall increase 
in the population. But on the whole positive indices of economic strength 
can be noticed in these land-rich groups. 

In the middle groups (for example, groups 5, 6 and T) there has been 
a significant decline in the proportion of households and also the share 
ofland. These are the households which have been under tremendous 
pressure to disintegrate and in most cases, the disintegrated households 
moved down the scale. 

It is claimed by some scholars (see for example Hossain, 1981?9) that 
although there exists considerable inequality in the distribution оҒ owned 
land, land is generally cultivated in small and medium sized family based 
holdings. They argue that the majorlty of small landowners rent in land 
from others to cultivate а larger size of holding than their ownership of 
cultivable land would permit. Similarly, many large landowners are found 
to have rented out a significant part of their holdings to others and culti- 
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ate a holding smaller iù size than the actual size of their ownership holding. 
Also, there are many landowners, especially the poorer ones, who rent 
out their entire holding and engage in non-farming activities. Because 
of this pattern of land transfer through the rental market, Hossain argues 
that the diitribution of operated land is much less unequal than the 
distribution of owned land. 

But our data do not entirely support tbis suggestion. In fact even 
after the effective adjustments?* of rental shares, the distribution of land 
remains highly unequal іп both villages. When we examine the command 
over operated and effective land the distribution of land, though less 
skewed, is not significantly different from the ownership pattern. The 
'situation was slightly better in the 1950s for the land poor groups, but it 
has worsened in the 1970s and 1980s As for the richer groups (say group 
8 and 9) there was an initial decline in overall share in the period between 
1951-72 (of course, the number of households also declined in these groups), 
but it has been steadily increasing since the 1970s. Of course, the situation 
‘is relatively less skewed in the less developed village-2. 

So, our field work findings indicate that inequality has been worsen- 
ing over time and concentration of land in the hands of : a few households 
has been gaining momentum. 

The relative shares in different categories of land of two polar groups 
of households (i) the bottom 60 per cent of the households and (ii) the top 
10 per cent of ће houscholds, which-roughly correspond to the poor and 

' prosperous peasantry was computed. 
Table VI shows the changes in the relative shares of those two polar 
- groups for village-1, Table VII shows the changes for village-2 These two 
tables show the secular decline in the shares of the bottom 60 per cent of 
households and dramatic rise in the share of top 10 per cent of households 
in both villages. 

While the bottom 60 per cent of the households of village-1 owned 
24.35 percent of total land in 1951, their share hand fallen to only 
11.00 per cent by 1981. It fell further to 8.28 per cent in 1985. Similarly 
in village-2, the bottom 60 per cent of households owned 24.53 per cent 

: of land іл 1951 and the share had been reduced to only 10.90 per cent іп 
^ 1981. The same is true for other categories of land, except in the case of 
-homestead land. The rate of decline has been sharper in the 1970s. Within 
- a short span of thirty years, the share of the bottom section of the peasan- 
try was reduced to half of what they had initially. The slight increase in the 


' ‘share of homestead land of the poorer section may be due to the sheer 


. increase in the number of households in this group. Most households 
` would sell off their homestead land only at the very last moment. 
: Hence, as more households came down to the rank of the bottom 60 per 
` cent of the households, their share in the total homestead land also 
- increased. i ` 

- Vt the other end of the spectrum the top 10 percent of the households 
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Table VI 


Village 1 : Relative Shares of Different Categories of Land by (a) 


Bottom 60 per cent and (b) Top 10 per cent of Households : 1951-1981 
———————————————— re eee 








Share of bottom 60 Share of top 10 

Land categories __ per cent per cent 
І І 1951 1972 1981 1951 1972 1981 
Owned land ' 24.35 18.81 12.00 34.81 41.25 47.85 
Owned cultivable land 24.48 18.34 9.93 32.91 41.03 50.28 
Operated land 29.57 25.54 14.71 28.37 32.87 45,0 
Effectiveland 27.93 22.44 13.08 31.32 36.92 47.99 
I Homestead land 33.3] 2379 34.51 41.80 43.87 21.42 


. Percentage Changes 
1951-72 1972-81: 1951-72 1972-81 


Owned Jand —5,54 -- 6.18 +6.44 + 6.81 
Owned cultivable land’ —6.14 - 841 +7.12 + 9.25 
Operated land —4.03 — 10.83 +4.50 +12.83 
Effective land --8.88 -- 9.30 +5.60 --11.07 
Homestead land +0.48 +10.72 +2.04 — 22.42 
| . Index А 
1951 1972 ` 1981 1951 1972 1981 
Owned land 100.00 77.31 49.37 100.00 118.50. 137.46. 
 Ownedcultivableland 100.00 74.97 40.56 100.00 120.99 148.27 
1 Operated land | 100.00 86.37 40.74 100.00 115.86 161.98 
. Effective land - 100.00 80,34 46.83 100.00 117.84 153.22 


Homestead land 100.00 102.05 148.04 100.00 104.95 51.29 





have been gaining land consistently and the pace of enlargement of their 
holdings has been greater in the 1970s in both the villages. 

In village-1, while the top 10 per cent of households owned 34.81 per 
cent of total land in 1951, the share had increased to 47.85 percent in 
1981. Ithas further increased to 54.18 per cent in 1985. Іп village-2, the 
change has been even more spectacular. . The top 10 рег сепі owned 
29:69 per cent of-total land in 1951 ; their share had risen to 53.83 per cent 
in 1981. 

But the greatest change is to be noticed in the case of operated 

, land. In both villages, the richer section. of the peasantry has been 

T enlarging its share of operated holdings over time. -This section operated 

31.32 per cent in 1951 in village-1. It increased to 47.99 per cent in 1981. 

and further to 49.47 percent in 1985. In village-2, the corresponding shares 
were 25.46 рег cent and 51.04 per cent, 


82 SOCIAL SCIENTIST 


Table ҮП 


Village 2: Relative Shares of Different Categories Land by (a) 
Bottom 60 per cent and (b) Top 10 per cent of Households : 1951-1981 








Share of Bottom 60 Share of top 10 
Land categories per cent per cent 


1951 1972 1981 1951 1972 1981 





Owned land 24.53 19.32 10.90 29.69 42.34 53.82 
Owned cultivable land 24.77 18.29 10.57 29.31 43.54 54.03 
Operated land 3120 23.28 13.70 21.89 3811 49.89 
Effective land 27.95 26.86 13.03 25.46 40.76 51,84 
Homestead land 2217 31.59 1321 33.447 2620 52.60 


Percentage Changes 
1951-72 1972-81 1951-72 1972-81 


Owned land —5.21 - 8.42 +12.65 +11.51 
Owned cultivable land — 6.48 — 7.72 --14.23 +10.49 
Operated land —7.92 — 9.58 +16.22 +11.78 
„Effective land --7.09 - 7.83 +15.30 +10.20 
Homestead [and --9.92 — 18,38 - 7.77 +26.40 
Index 

1951 1972 1951 1951 1972 1981 
Owned land 100.00 78.76 44.13 100.00 142.60 181.32 
Owned cultivable land 100.00 73.83 12.67 100.00 148,55 184.34 
Operated land 100.00 74.61 43.91 100.00 174.04 227.91 
Effective land 100.00 74.63 46.62 100.00 160.09 200.47 
Homestead land 100.00 142.49 59.98 100.00 78.28 159.15 





It has been argued that richer peasants in north Bengal (the region in 
which village-2 lies) have been keen to rent out most of their land to tenants 
while they themselves would do very little cultivation as supervisiory 
farmers? This was, no doubt, true in the 1950s and earlier. **But the situa- 
tion began to change in the late 1960s as the drive for modernisation gained 
pace and the pressure on land also increased with the growth of family 
members. As our latest field revisit (1985) indicates, village-2 has also rece- 
ntly been circuited into HYV crops cultivation through mechanical irriga- 
tion alongwith all of its consequences. 

Thus it may be summarized that concentration of land in the hands 
ofafew has increased in both of our study villages. Simultaneously, a 
tremendous increase in the growth of landlessness was observed. 


The growing landlessness 
Not only our micro study, many of the macro studies also lend 
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Table ІХ 


Extent of.Inequalities in Land Distribution in Bangladesh 
in the 1960s and 1970s 


(Share of fractile groups and pini-ratios) 


EMEN A. A a NCAA 





Fractile groups 11960 1968 1974 1977 1978 
Bottom 60 рег eent 25 24 . 19 11 9 
Middle 30 percent " 39 40 40: 40 39 
Top 10 per cent '39 36 38 50 DE 
Gini ratio of landholding i 

(a) Operational 0.49 0.48 0.58 — - 
(b) Ownership . = — — 0.59 0.63 0.66 





ns 
Source: S.R. Osmani and Аба Rahman, ‘A Study on Income Distribution in Bangla- 
desh’, (miméo), BIDS, 1981, р. 24, Table 9: | 
Note : The figures for thejshares in 1960 and 1968 refer to operational holdings, 
where as those of 1977 and 1978 refer to ownership. "Operational holdings 
include rented inland from others. Since the tenants have no permanent 
right over the rented in land and can be evicted at will (despite Government 
rules guaranteeing their rights) operational holdings do not represent the true 
picture of control over land. In that sense (һе two data are not strictly com- 
parable. In any case, one may still get a trend of concentaation from the 
above table. j І 
support to the above conclusion. Іп 1977 a national level survey on land 
occupancy in Bangládesh was carried out by the Bangladesh Bureau of 
Statistics and the USAID. This was followed by two more surveys, in 1978 
and 1979. These аге known as Land Occupancy Surveys. That there has 
been a high concentration of landownership at the macro level may be 
observed from table VIII. According to the 1978 survey the bottom 75 per 
cent of the households owned only about a fifth of the ‘total land, while 
the top 8.5 per cent, who owned land in sizes of more than five acres, ` 
owned 48 per cent of the total land. Though not strictly comparable, these 
figures of 1960s when contrasted with two other macro studies conducted 
in 1960 and 1968 indicate that the extent of concentration has increased in 
the 1970s. 'That means a larger area of laud is under the'control of larger 
farmers while the access to land by those at the bottom, has become 
extremely limited (see table IX). High growth of population in a situation 
of acute concentration of land meant an increase in. the' extent. of land- 
lessness. Thus between 1960 and 1982, landless households in rural areas 
increased from 3.1 million to 4.8 million implying an average growth of 
2.05 per annum. The growth rate of the functionally landless households 
however had been higher (2.19 per cent per annum) over the same period. 
As table X shows the growth of landless households (3.1 per cent 
per annum) is much faster than the rate of growth of population (2.5 per 
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cent per annum).? Ав for the functionally landless, the growth rate in 
rural areas is less than the total growth rate. This is due to rapid rate of 
increase in the migration of this class to the metropolitan cities and the 
growth of rural cities. Still, the growth of the rural landless (2.2 per cent 
per annum) is much higher than that of all rural households. 

If landlessness continues to grow at the rate estimated in Table X, 
(Hossain, “А note on the Trend of Landlessness', 1985), the proportion of 


Table X 


An Estimate of the Growth of Landlessness 


ITEMS 1960 1970 1982 Annual rate 
of growth (75) 





1. Population 
Total (million) 53.9 81.9 92.0 2.46 
Rural (million) 51.4 72.3 77.2 1.87 


2. Number of house- 
holds (000) 


Total 9,603 13,690 15,072 " 2.07 

Rural 9,132 12,163 12,892 1.58 
3. Number of farm 

households (000) 6,139 7,109 8,124 1.28 
4. Pure tenant, 

households (000) 61 21 n.a. — 


5. Landless households 
operating no 


land (000) 803 1,194 1,342 2.36 
Total 3,525 6,602 6,948 23,13 
Rural 3,054 5,075 4,768 2.05 


6. Households function- 


ally landless 
Total 4,267 7,775 8,290 3.06 


Rural 3,796 6,245 6,110 2.19 
коо —— —— — ——— 

Note : Functionally landless is defined as those who own less than 3.5 acres of land. 

Source : M. Hossain, 1985, Ibid, Table 3 ; compiled from Population and Agricultural 
Censuses of Bangladesh. : 

landless households would increase to about 50 per cent and that of the 
functionally landless to about 59 per cent of total households in the coun- 
try. Most rural researchers would, of course, consider even this projection 
as ‘conservative’. To summarize, the concentration of land in a few hands 
and dispossession of the many has been accentuated overtime and the pace 
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has accelerated in recent years. Both micro and macro studies confirm 
this conclusion. However, it must be recognised that all lands are not of 
same value. After all, an acre of ordinary dry land producing a local 
variety of paddy is not of the same value as an acre of wet land producing 
three HYV crops. So it bas been rightly suggested by Rudra? that the 
degree of concentration should be measured in terms of value of land 
possessed rather than that of the surface area of land owned. The value 
of land depends on a number of factors, like the type of soil, access to 
irrigation facilities, productivity etc. These are, some of the factors 
considered in the next section. 


Ownership of Other Material Elements of Production 


Land, though the most important of all the means of production, 
cannot alone determine the material aspects of production in a Bangladesh 
village. It has to be complemented with other material elements, such as 
animals, especially draught animals, farming implements and inputs of 
production including capita] and other assets. 


Distribution of draught animals 


Our findings on the distribution of draught animals also reveal a 
diverse and unequal picture. 

(i) The botom 60 per cent of households in village-1 owned one 
quarter of the total draught animals in 1972 and they owned on 
average 0.76 draught animals per household. Their share drop- 
ped to 15.80 per cent in 1981. Тһе per household figure, too, 
dropped to 0.66. A similar trend was also observed in Village-2. 
The bottom 60 per cent of households in village-2 owned 25.07 
per cent of draught animals in 1972 and the proportion dropped 
to 24.33 per cent in 1981. The per household figures dropped 
from 1.07 in 1972 to 0.76 in 1981. 

(ii) By contrast, the top 10 per -cent of housholds improved their 
position during the 1970s. While they owned 31.31 per cent in 
1972 in village-1, the proportion increased to 36.74 per cent in 
1981. Though the per household figure for the top 10 per cent 
of households declined in 1981 it still was at least six times 
higher than that of the bottom 60 per cent of households. In 
village-2, the top 10 per cent of households owned 30.05 per 
cent of draught animals (6.30 per household) in 1972 and 34.31 
per cent (3.76 per household) in 1981. 

Like Lenin, using the ownership of draught animals as a basic diffe- 
rentiating variable, we made a comparative analysis of the economic 
strength of the rural households. We found that: 

(i) In village-1, the well-to-do peasantry, constituting only 12 per 

cent of households (and 17.81 per cent of total population in 
the village), held 40.32 per cent of total area under Crops in 
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1981. This group also owned a considerable proportion of total 
draught animals (43.34 per cent) and total owned cultivable land 
(41.58 per cent). At the opposite pole, we found the complete 
dispossession of the bottom group. The poor peasantry, com- 
prising a little more than half of the total households (54 per 
cent) had only about one-sixth (17.80 per cent) of the total area 
under crops. This group owned only one-fifth (20.20 per cent) 
ofthe total owned cultivable land and only 3.80 per cent of 
total draught animals. 

(i) Тһе differences were more marked in village-2. The rich pea- 
santry, comprising about 16.31 per cent of the total population, 
owned little less than half of total land under crops and also 
total owned cultivable land (42.74 per cent and 45.70 per cent 
respectively). They also held about one third of the total draught 
animals. But, at the other end, the poor peasantry, comprising 
more than half (53.23 per cent) of total households and 40.71 
per cent of total population controlled only one-eleventh (9.20 
per cent) of total land under crops and owned about one-ninth 
(10.59 per cent) of the total cultivable land. Their sharein the 
ownership of total draught animals was negligible, at only 2.83 
percent. Distribution of other animals including milch cows, 
calves, goats etc. also differed significantly. 


Farming implements and accessories 

Distribution of common farming implements like ploughs, levellers, 
spades, sickles, axes, choppers, water scoops, harrows, and slings was not 
only unequal, the quality also varied between rich and the poor peasants. 
Thus, the well-to-do peasantry in both villages were far better supplied 
with these implements than their poorer counterparts. Also, the richer 
peasants’ ploughs were well built and maintained. They had the means to 
change accessories of ploughs like iron share (locally known as fala) or 
wooden platform (dophar) in time and as a result. were in an advantageous 
position. The poorer farmers continued to plough with dwarfed falas 
and dophars. So the quality of ploughing varied widely. 

Not only that, the well-to-do peasantry were seen to do their sowing 
faster and more intensively, they made better use of favourable weather, 
sowed the seed in more humid and well poughed soil, weeded and watered 
crop plants in time and in right proportions, and reaped the harvest and 
thrashed the grain at the proper time. Over and above this, they owned 
most of the irrigation pumps, took advantage of their socio-economic 
status to obtain susidised modern inputs like fertilizers, seeds, pesticides, 
institutional credit etc. Asa result they were the real beneficiaries of the 
modern input package. 

All these again had differential impacts on cropping intensities and 
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the level of production. Where the penetration of modern inputs has been 

, more significant (like our village-1), the inverse relationship between farm 
size and ‘productivity’ is breaking down and bigger farms are doing better 
in terms of per acre output. 

Not only did the richer households share the major part of total 
production, but they also took advantage of their better staying power and 
sold their produce when the price was higher. Poorer peasants, most of 
them in perpetual debt and in need of cash, sold off their produce 
immediately after the harvest at a cheaper price. 


Differences in the Standard of Living 


Concomitant with the unequal distribution of material elements of 
production, we observed an equally depressing picture in the standard of 


living of different groups of the peasantry. We looked into the owner ship 


pattern of houses, other assets like radios, torches, cycles, motorcycles etc. 
and the pattern of expenditure with a special emphasis on the quantity and 
quality of their food intake. We observed a clear differentiation in 
conditions between the top and bottom groups, both in terms of the num- 
ber and the nature of these elements. ў 

The nature and distribution of expenditure also reflected the differen- 
tial standard of living. In village-1, the bottom two groups (constituting 
41 per cent of households) shared only 17.44 per cent of total expenditure. 
But the top two groups (7.5 per cent of households) accounted for almost 
one-third the total expenditure. Again, a big percentage of expenditure on 
food (which is generally taken as an evidence of a low standard) was 
noticed amongst poorer groups. But the richer groups had smaller 


percentage of their expenditure earmarked for food so that they could ` 


concentrate on other necessities and luxuries of living. Also expenditure 
on non-productive heads like gifts, festivals, litigation, increased propor- 
tionately from poorer to richer groups. 

However, the pattern of food intake was highly assymetrical. Тһе 
level and quality of food consumption differed sharply and most house- 
holds in the poorer groups experienced a near famine situation almost 
every year. On the contrary, we could easily locate the well-fed, fair- 

- looking rich peasantry with enough characteristics to reflect their more 
assured and contended living. 

In other words, we noticed that a distinct process of differentiation 
of the rural households into propertied and propertyless, into better-off 
and worse-off, had set in our study villages. 


Factors Working Behind Differentiation 


The social relations of production, especially the emerging ones, 
primarily account for the acute level of differences in the material elements 
of production. Іп particular, the Green Revolution has been playing an 
important role in differentiating the peasantry. Although the new tech- 
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nology has been described by some as ‘scale neutral’, it has been strongly 
argued by many that the benefits of the Green Reovlution were being 
monopolized by rich and the middle farmers to the relative exclusion of the 
small peasantry. Byres postulated back in the early 1570s that the new 
technology required huge working capital and only the rich peasantry with 
‘larger personal resources and/or access to credit on reasonable terms’ 
were capable of taking advantage ofsuch a technology. 'Small peasants 
and sharecroppers...are thereby excluded, because of their lack of 
resources and lack of acceptable collateral.’ 

Byres’ apprehensions have proven to be true for most countries, 
including Bangladesh. А number of studies on Bangladesh have concluded 
that due to better access to capital and input markets, the rich farmers 
adopted the new technology more frequently than the smaller ones and 
the proportion of their land under HYVs was greater?! As a result, the 
richer peasantry have been able to command greater surplus generated in 
the ruraleconomy in cumulative terms, thus pushing the less fortunate 
ones to the ranks of the impoverished peasanty. 

‘There has also been а shift in the nature of tenancy from share 
tenancy to fixed-rent tenancy. Share tenancy, has been shrinking and 
- turning into a commercial venture, especially, in the relatively advanced 

areas where modern agricultural inputs have made some inroads. 

Though poor peasants still overcrowd the share/tenancy markets, 
some of them are leaving to become wage labourers and some rich peasants 
are taking in rented land. Rich peasantsare also resuming part of their land 
rented out to cultivate it under their own supervision with the help of wage 
labourers. It wasseen in our study of village-1 (relatively advanced one) 
that while the proportion of households owning more than 7.50 acres of 
land declined from 8.10 per cent to 7.50 per cent between 1972 to 1981, 
their command over operated land actually increased from 29 per cent to 
38 percent. Village-2 too experienced similar changes in the command 
land, though not of the same degree as that in village-1l. In contrast, 
households owning less than 2.50 acres of land actually lost some control 
over the operated land in both the villages, though of not same magnitude. 
The consequences of this changed circumstance have been reflected in table 
XI, which tells that the proportion of tenant-owners has actually fallen 
over the last three decades or so. 

The terms of share-cropping have also deteriorated over the last 

.decade. ‘Tenants coming from the poorer land groups are the victims of 
harsher terms. They are also obliged to give extra services to the land- 
owners and remain loyal to them. Small peasants' and has been gradually 
expropriated by the rich peasants through mortgagé arrangements and 
credit relations. ! 

The extent of commoditization of all items, including land, has 
expanded over the last decade. “Тһе growing influence of market forces 
and increased market participation by all groups of the peasantry have 


90 SOCIAL SCIENTIST 


Table 1X 


Tenancy Relations in Transition : 1951-1981 


———————— a 





Advanced area Less Advanced 

(Percentage of farm) Area (Percentage of 

Categories of farms (Village-1) farm) (Village-2) 
1951 1972 1981 1951 1972 1981 

Rentier-owner 28.45 24.15 24.69 32.84 21.45 10.31 
Pure-owner 2440 3392 3544 34.00 31.42 57.43 
Tenant-owner 47.15 40.00 33.54 30.04 45.71 24.74 
Pure-tenants 0 1.93 6.33 2.12 142 722 








Source : Field Survey by the Auihor. 

accentuated the processes of differentiation. The rich peasants who are 
better endowed with resources and staying power are the beneficiaries of 
these processes. Landsellers are mostly the poor and lower middle peasants 
and buyers are the rich peasants. Land prices have gone up dramatically. 
Poor peasants, always іп debt and with а greater need of cash for buying 
food and other necessities, sell land whenever in crisis and thus end up 
landless. 

The extent of commoditization has been further accentuated by the 
number of hired labourers who not only sell their labour power but also 
buy all their necessities from the market. We have already indicated the 
significant rise in the proportion of Agricultural Labourer Households 
(ALH), particularly in our study of village-1. (See also Khan, 1979 : 417). 
That landlessness was growing faster, swelling the ranks of the rural 
proletariat (or for that matter ‘partial’ proletariat) was also confirmed by 
the rapid growth in the number of ‘worker novices’. Another indirect 
measure of growing proletarianisation was the extent of dispossession 
manifested through actions like (i) rich peasants resuming their leased 
out land ; (ii) rich peasants themselves becoming tenants at the expense of 
poor peasants ; and (iii) rich peasants buying more land through distress 
sales. We used these criteria and got support for our assertions. We also 
noticed some trends through which one can claim that the nature of capti- 
vity of labour was being cased with the growth of productive forces and 
there was а clear indication of ‘purification’ of wage payment—i.e. from 
kind to cash payment. 

` We also observed a higher level of class consciousness amongst agri- 
cultural wage labourers and initiation of the processes of disintegration of 
traditional dependency relations (though at a very low level), The nature 
of proletarianization was indeed ‘partial’. And one should not underesti- 
mate the dependent relationship arising out of the land tenure system, lack 
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of employment opportunities, the age-old community ideologies, kinship 
etc. was still very active. 


Summary and Conclusion 


Clearly a pattern of differentiation between owners and non-owners 
of material elements of production, including land, has emerged in 
rural Bangladesh. Тһе concentration of land in a few hands and 
greater access of the rich peasantry to the state-sponsored modern 
inputs have been primarily responsible for this pace of differentia- 
tion. 

The speed of this differentiation is higher in a relatively 
advanced village which has acquired some 'Green Revolution' of 
technology. The old relations of production and exchange are indeed 
crumbling along with the pace of differentiation and a process of 
dispossession of the poor and enlargement of the rich holdings 
are gaining momentum. However, this ‘proletarianization’ is, as yet, 
partial. 

The implications of the above conclusions are indeed far- 
reaching especially in the face of a number of studies on Bangladesh 
agriculture emphasizing ‘quasi stable equilibrium’ of Bangladesh 
society, ‘peasantization’ rather than ‘depeasantization’,*4 “persis- 
tence” of small peasantry’, ‘cyclical mobility',?? ‘low classness'?? 
leading to the strong faith in the process of stabilization of the pea- 
santry. 

This implicit support to Shanin's mobility schema*® in direct opposi- 
tion to the theory of the development of a class bound peasantry in the 
context of Bangladesh takes us back to the debate on the differentiation of 
peasantry referred to earlier. This is a debate which persists in the grow- 
ing literature on agrarian change in developing societies. In order to 
assess the validity of the differing positions in that debate, it is imperative 
to undertake а carefully prepared analysis of the particular forms, extent 
and progress of the differentiation of the peasantry in the context of the 
agrarian question which still looms large in such societies. The present 
paper is, in a way, a modest attempt to raise these pertinent issues, if not 
to face them squarely. 


І. T.J. Byres, ‘Agrarian Transition dand the Agrarian Question’, The Journal of 
Peasant Studies, Vol, 4, No. 3, April, 1977, р, 258. 

2. By differentiation of the pcasantry we take it to mean essentially the process 
which has set in with increasing commercialization in agrarian societies 
whereby rural producers are set apart into distinct classes. Though these 
classes may not always conform to the exact specifications given in the classical 
statement of Lenin in his famóus Development of Capitalism іп Russia (DCR), 
they may have to be understood in terms of their relationships with the diverse 
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processes of development of capitalism in agriculture. Lenin abstracts it 
beautifully by a single word 'depeasantization'. 

The concept, however, becomes clearer if one can concentrate on the word 
differentiation itself, which denotes the processes of becoming separate, distinct, 
the acquisition of specialized forms out of generalized or homogeneous ones ; 
and that which results from such a process. (See. J. Gould and L, Kolb, 
A Dictionary of Social Science, Tavistock Publication, London, 1964, p. 198- 
199). 

See Engels, F, 1970, “Тһе Peasant Question in France and Germany’ in 
Selected Works of Karl Marx and Fredric Engels, Vol. 3, Moscow : Progress 
Publishers, written in 1894 and first published 1894-5. 


. See Kautsky, 1899, Die Agrarfrage and Lenin, Development of Capitalism in 


Russia, 1977. Progress Publishers (fifth print). 
For a fuller treatment of this debate and its application in the context of 


. Bangladesh see Atiur Rahman's forthcoming (1986) book, Peasants and 


Classes, University Press Ltd. Dhaka/Oxford University Press Delhi/Zed 
Books, London. 


. Government of Bengal, Report of the Land Revenue Commission (Sir Francis 


Floud, Chairman), Vol. II, Bengal Government Press, Alipore, 1940; 
Appendix IX, VIII(b). 


. COB, 1940, ibid, Table VITI(c). 
. F.O. Bell, Final Report on the Survey and Settlement Operations in the District 


of Dinajpur 1934-40 Government of Bengal, Bengal Government Press, Alipore, 
1942. 


. Bell, ibid, p. 80. 


HSM Ishaque, Agricultural Statistics Бу Plot to Plot Enumeration іп Bengal, 
1944-45, Part-I, Government of Bengal, Bengal Government Press, Alipore, 


1946. 


. A. Abdullah, ‘Land Reform and Agrarian Change in Bangladesh’, The 


Bangladesh Development Studies, Vol. ТУ, No. 1, January 1976. 


. M. Hossain, ‘Land Reform and Agrarian Change in Bangladesh’, (mimeo.), 


Institute of Development Economics, Tokyo, 1981. 


. As quoted in R.K. Mukherjee, The Dynamics of a Rural Society, A Kademic 


Verlag, Berlin, 1957 ; footnote 1, p. 47. 
R.K. Mukherjee, ibid, p. 12. 


. Mukherjee, ibid, p. 13. 


Mukherjee, ibid, p. 14-40. 


. Mukherjee, ibid, p. 50. 
. Abdullah, ‘Land Reform’, 1976, p. 79-80. 
. GOB, Report of the Land Revenue Commission (Floud Commission Report). 


1940, p. 41-46. 


. The Act of 1950 had the following provisions : See KBM Mahmud, Report of 


the Land Revenue Commission, East Pakistan, East Pakistan Government Press, 
1959, p. 3-4. А 
i) All rent-receiving interests іп all lands stood acquired ; actual tillers of the 
land became direct tenants under the government. All rayats (to be called 
“тас? henceforth) were to have permanent, heritable and transferable 
rights to use their land in any way they liked. 
ii) Subletting of land was forbidden in future. However, cultivation under 
barga (sharecropping) system was not to be treated as subletting. 
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-; . ji) АП cultivable lands: in excess of 100 bighas (33.3 acres) per family or 10 

bighas per family member, whichever was larger, plus homestead land upto 

a maximum of 10 bighas, Were to be acquired by the Government. This 

`- ceiling would be relaxable in cases of tea, cafel, sugarcane and rubber 

plantations, carsia leaves; gardens, orchards and large scale appliances 

and large scale dairy farming. The excess land thus acquired would be 
settled with bonafide cultivators holding less than 3 acres of land. 

iv) For acquisition of rent-receiving interests, compensation was payable опа 

: graduated scale "ranging from 10 times the net annual income in case of 

persons with net income of Taka 500 or less every year to 2 times the net 

annual income incase of persons with net income of Taka 1 lakh (one 

hundred thousand) or more. 
v) For acquisition of *khas" lands, compensation was payable -at the rate of 
5 times the net annual profit from the land. 

vi) Maximum rent would not exceed one-tenth of the annual gross produce of 
‘the land. Fixed kind-rent, irrespective of production, was to be abolished. In 
effect, it meant that kind rent was not to exceed 50 per cent of the produce. 

vii) No holding could be sub-divided to the extent that the rent of any portion 

would be less than Rupee 1. - 

viii) Transfer of land would be resiricted to only bonafide cultivators. 

Certain amendments-were made to these from time to time. The following area 
few of them. (See Abdullah, ‘Land Reform’, 1976, p. 81-82). 

(1) The amount of retainable khas land was raised from 100 to 375 bighas by the 

f East Pakistan Ordinance No. XV of 1961. Some land has to be restored then 

to previous owners. 

(2) In 1964, the exemption of the ceiling (none 375 bighas) was extended to co- 
operative societies, *provided the ownership of the land is transferred 
unconditionally to the society by the individual members". (L. Kabir, The 
Rights and Liabilities of the Raiyats under the Bengal Tenancy Act 1885 and the 
State Acquisition and Tenancy Act, 1950 (with Amendments), Law House 
Publications, Dhaka, 1972. 

The Act had two broad objectives. Firstly, the elimination of rent-receiving 
interests previously enjoyed by intermediaries and illegal exactions and secondly, the re- 
distribution of excess land. Although the Act was expected to have great impact on the 
traditional agrarian structure, yet it failed to bring about any significant change. 

. Specifically, the way in which the land used to be owned and operated remained 
the same after the enactment of the Act. The following can be noted : 

(i) Illegal exactions were not reduced and tenants were not much more secure than 
they were under the old system. (See Abdullah, 1976, ор, cit., p. 86). 

Moreover the lower level government functionaries (e.g. the tahsildars) were not 
less oppressive than the maibs and gomastas of the old Zamindars. Except for a slight 
increase in the rent collection of the government, the impact of the Act of 1950 was 
insignificant. The intermediaries between the state and the cultivators were not 
effectively removed. but were merely substituted by another category which had govern- 
ment backing. 2 : 

. (ii) The redistributive effect was not very significant either. The ceiling was too 
high relative to the average size of holding. In fact, according to one source, there were 
only 529 families with mor than 375 bighas (see M. HoSsain, Report of the Land 
Revenue Administration Enquiry Committee, 1962-63, Government of East Pakistan, 
Revenue Department, Dhaka, 1963, p. 62). 
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According to another source, the number was 439 and the total amount of excess 
Khas land acquired was only 164 thousand acres (Abdullah, 1976, op. cit., p. 83). This 
was.less than 1 per cent of the net cropped area of 1947/48. 

If the acquired land had been redistributed among all the landless labourers, they 
would have received on average only 0.06 acres per head, or .03 acres per landless family. 

The implementation procedures were inefficient. There was strong pressure from 
the ruralrich to maintain the status quo. Moreover, there was active collaboration 

* between the rural rich and the administration. They were powerful enough to subvert 
any attempt to reorganize the agrarian structure (see K. Siddiqui, "The Political 
Economy of Land Reforms in Bangladesh', in C. Enayatullah (ed), Land Reforms— Some 
Experiences, APDAC, Kualalumpur, 1980.) 

On the whole, the Act of 1950 did not in any way help to lessen agrarian inequality, 
the power and wealth of the rural rich increased while there was hardly any improvement 
in the condition of the poor peasants 

21. T.J. Byres, “Тһе Dialectics of India's Green Revolution', in South Asian Review, 
Vol. 5, No. 2, 1972 ; see also, Byres, “Гһе New Technology Class Formation', 
JPS, Vol. 8, No. 4, July 1981. 

K. Griffin, The Political Economy of Agrarian Change, Macmillan, 1974. 

22. In a way the distribution of land was less skewed in the early 1950s than in the 
1940s. Mukherjee noted that 14 per cent of households in the interior village 
less than one acre, 45 per cent between 1 and 5 acres, 20 per cent between 5 and 
owned 10 acres and 21 per cent owned more than 10 acres in 1942 (Mukherjee, 
Six Villages, 1957, p. 84). It mav be mentioned that according to our own find- 
ings the proportion of households, owning more than $10 acres of land was 
17.65 per cent. 

23. М. Hossain, ‘Land Tenure and Agricultural Development’, 1981, p. 24. 

24. This adjustment is made as follows : 

Effective Land size=Net Operated Land 
=Owned Cultivated Land 
+1/2 (sharecropped in—sharecropped out) land 
+(Land leased-in under Fixed -Rent-Land Leased—out 
` under Fixed Rent). 

25. G.D. Wood, ‘The class Differentiation in Bangladesh’, (mimeo), ADC, Dhaka, 
1978, p. 5. 

26. Mukherjee, Six Villages, 1957. 

27. A recent study by Abdtllah and Murshid reconfirms this trend (see Abdullah, 
A and Murshid, KAS, 1986, ‘Interdistrict Changes and Variation іп Landless- 
ness in Bangladesh’ (draft mimco), BIDS, 1986. 

28. A. Rudra, ‘Class Relations in Landless Agriculture-1, EPW Vol. XIII, No. 22, 
June 3, 1978, p. 920. 

29. Byres, T.J. 1972, ‘The Dialectics of India’s Green Revolution’, South Asian 
Review; Griffin, K, 1974, The Political Economy of Agrarian Change, 
Macmillan, London. 3 

30. Byres, 1972, ibid, p. 104. 
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be found to have gained the status of the rich peasantry (see Chapter three of 
my Peasants and Classes op. cit.), 


UTSA PATNAIK* 


Identifying the Peasant Classes-In-Themselves in 
Rural India: А Methodological and 
Se Exercise" 


Introduction 


MUCH OF economic theorising is based on the ТЕНи that the 
behaviour of economic agents with regard to production and consumption 
decisions is determined by the initial resource endowments, the constraints 
within which they operate and the consequent objective of economic acti- 
vity. It will not be seriously disputed that the distribution of productive 
resources over thecultivating population in India is substantially unequal. 
It is all the more surprising that so much of economic theorising about the 
peasantry, abstracts from this fact of unequal resource endowments, in 
order to operate with the assumption of a more orless homogeneous 
‘peasantry’, which is viewed as in its totality a class, however ‘awkward’. 
The neo classical models of peasant equilibrium, heir to the Chayanovian 
model, seek to analyse the decision-making process of a ‘typical’ peasant 
household ; the recent extension of such models to take account of the 
bargaining process between a typical ‘landlord’ and a typical ‘tenant’ in 
terms of game theoretic structures, similarly operates with the abstraction 
of a homogeneous tenantry. But it is not only the neo classical models 
which assume that a typical ‘peasant’ or a typical ‘tenant’ can be validly 
talked about ; in this respect a theoretical convergence is observed between 
neo-classical equilibrium models and neo-Marxian models of peasant 
indebtedness under ‘semi-feudalism’. Both approaches abstract from the 
reality of the emergence of class differentiation within the peasantry, which 
exists today as a consequence of historically given inequality of resource 
endowments. 

The Marxist analyses of rural class structures, on the other hand, 
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posit a hierarchy of resource endowments relative to the production capa- 
city and consumption needs of the peasant households, at a given point of 
time. This generates relations of labour-hiring and land-leasing in the 
process of production, and' determines the terms on which the different 
groups of producers participate in the markets for commodities, land lease, 
credit, or labour hire. Itis not ‘markets’ which are ‘interlinked’: the 
interlinking is between different classes of persons involved in the produc- 
tion process, and the nature of this exploitative interlinking is determined 
by relative resource endowments, in short by the distribution of property. 
The social relations of labour-hire, land-lease, usurious credit relations and 
commercial profit extraction, appear to the neoclassical economists in the 
‘fantastic form’-of an interlinking of ‘markets’, because the theoretical 
framework adopted precludes an appreciation of class relations and 
emphasises exchange to the exclusion of production. 

Given а hierarchy of resource endowments generating exploitative 
relations, it follows that at a given point of time there will be a hierarchy 
of different situations with regard to satisfaction of subsistence needs and 
appropriation of surplus: some ‘peasants’ will fail to get enough to eat, 
other ‘peasants’ will break even, yet other ‘peasants’ will generate large 
enough surpluses not only to maintain higher-than-average consumption 
levels but also be able to invest in improving agricultural production (if it 
is profitable for them to do so). In short,the peasantry may be expected 
to be highly differentiated economically into more or less distinct classes, 
Since we know that investment in new ‘green revolution’ technology has 
been profitable, the existence of a class hierarchy within the peasantry 
implies that there will be a hierarchy of technical-organisational production 
method-complexes in use. At one pole we may expect on the part of 
capitalist producers maximising profit, very intensive cultivation methods 
with a high level of application of capital per unit of area (including in 
‘capital’, wage-advances to hired labour) and high land and labour pro- 
ductivity ; at the other pole on the part of poor peasants struggling for 

“subsistence, we may expect extensive cultivation methods with very low 
application of modern inputs and machinery relative to labour input, con- 
sequently low land and labour productivity. In short, there will not be one, 
but a range of ‘production functions’ attributable to a cross-sectional 
sample of households. 

It follows from the above that all attempts to estimate ‘production 
functions’ whether for individual crops or in the aggregate, by using farm 
economics data from a cross-sectional sample of holdings, would represent 
quite meaningless attempts in every situation where class differentiation 
exists. Similarly the question of. the ‘efficiency’ of the typical ‘tenant’ 
compared to the typical ‘owner’, would represent a meaningless way of 
posing the question where ‘tenants’ run the gamut from large-scale capita- 
list producers to poor peasants hiring out their labour, and ‘owners’ 
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similarly run across this same gamut. The acceptance of a class-analysis 
automatically renders null and void the validity of any problematic which 
is located within the assumption of a homogeneous peasantry. 

We may briefly refer to the relationship between the grouping of 
farm economics data by acreage levels, which is a widely prevalent practice, 
and the grouping of cultivating households into social classes, which 
we have argued, depends on the resource endowment of the household 
relative to its production capacity and consumption needs. By *resource 
endowment', evidently, we should mean the effective resource per capita ; 
and it is because farm size grouping takes farm area unadjusted for irriga- 
tion, cropping pattern, or size of the family, that it is a poor indicator of 
even land resource endowment. For example, if the productivity of irri- 
gated land is twice that of unirrigated land (a fairly realistic assumption), 
then a five acre dry farm supporting a five-member household will repre- 
sent only one-fifth of the per capita endowment that is enjoyed by a two- 
member household with a five-acre wet holding. Yet with the conventional 
acreage grouping of data, both households would get lumped together into 
the same group because both operate holdings of the same area. 

Secondly, farm-size grouping fails to take account of differential 
degrees of present investment of capital on similar physical areas. (This is 
analytically a similar point to that made above because the extent of irriga- 
tion, for example, is a function of past investment). When a process of 
technical change embodied in capitalist investment is taking place, as at 
present, this becomes a serious drawback. For, some better-off households 
within a given acreage-group would be in a position to invest and move to 
a qualitatively different range of production possibilities altogether, at the 
same time that other poor households in the same acreage group may be 
disinvesting owing to debt. By lumping together diametrically opposite 
types of households in the same groups, the analysis by acreage levels of 
data would succeed in obscuring effectively the real processes of capitalist 
investment and class differentiation. f 

We will not recapitulate here our earlier discussion on farm size 
versus farm scale, but refer the reader to the 1972 article in which the 
radically differing results of grouping farm economics data by alternative 
indices, were discussed) The logical point being made is quite simple : 
agricultural production of farming households depends not only on the 
input of labour per unit of area but also on the investment of capital per 
unit of area and the associated level of technology. The potential for 
investment of capital in turn is a function of the extent of surplus generat- 
ed per unit of area. Whether surplus is retained by the household for 
potential investment, or parted with, depends entirely on the specific posi- 
tion within the relations of production, namely the class position of the 
household which is a function of the per capita real resource endowment, 
or the property structure. The landless labourer certainly performs surplus 
labour, but gets only a wage which embodies necessary labour alone (and 
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sometimes not even that, necessitating consumption debts) The poor 
peasant tenant with no or little owned land certainly produces surplus pro- 
duct, but retains only that share of net output sufficient to meet consump- 
tion needs, and so on. 


Empirical Identification of Peasant Classes 


Onceagain, we will not recapitulate in detail here the rationale 
behind the formulation of the labour-exploitation index for empirical 
classification of households ; but refer the reader to the 1976 discussion.” 

The labour-exploitation index seeks to ‘capture’ the class-status of 
a household, essentially by looking at the extent of use of outside labour 
or conversely the extent of the family working for others, relative to the 
extent of self-employment. It is identical, under certain simplifying 
assumptions with the surplus labour appropriated or parted with, relative 
to surplus labour in self-employment. It is defined for a given household 
as follows : 


E=X/Y= (Hi-Ho ont 
where Hi=Labour-days hired in on the operational holding of the house- 
hold 


Ho=Family labour days hired out to others 
Li=Labour days worked on leased in land (whether by family or 
hired labour) 
Lo--Labour days similarly worked on land leased out by house- 
hold 
F—Labour days worked by household workers on the operational 
holding. 

Thus the index is formulated as a ratio, or a pure number, which can 
take positive or negative values’ depending on whether the household is a 
' net employer of outside labour or is itself on balance working for others 
(as labourer or tenant). Indeed the range of values of E is from plus 
infinity to minus infinity, for at the two poles of the rural class structure, 
there will be diametrically opposite types of households for whom F will be 
zero or near zero: firstly, the big landlords with such a large resource 
endowment that they perform no manual labour themselves, but rely entire- 
ly on employing others’ labour; and the landless labourers, with zero 
resource endowment, hence zero self emplyment, who are entirely depen- 
dent on working for others. 

Classes within the cultivating peasantry are identified by looking at 
the degree of working for others or: of employing others’ labour, relative 
to self-employment. For this purpose certain limits are set upon the value 
of the E-ratio, which are recapitulated in Appendix A. All subsequent use 
of class categories in this paper refer to the definitions set out in this 
Appendix. It goes without saying that this labour-use criterion represents 
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only a first-stage approximation at the empirical level, to the classification 
of cultivating households. Some degree of conscious reductionism of a 
complex concept to a simpler one, became unavoidable in the interest of 
obtaining a workable criterion. For, the criteria discussed in the Marxist 
literature are in fact multiple, though associated : namely (1) the resource 
endowment i.e., possession of means of production; (2) the nature of 
labour use ie., whether exploiting, whether self-employed, or whether 
exploited ; and (3) the production ofa retained surplus above subsistence 
needs as compared to breaking even ora deficit situation which entails 
borrowing. 

While we ideally need to use a vector of all three criteria, in order to 
apply it we would need to carry out practically every calculation which is 
usually made with farm economics data, at the level of every single house- 
hold. With a large sample this could become a very time-consuming pro- 
cedure. For this reason, the second of the three criteria was chosen and 
expressed іп a formalised way, іп order to provide a first-stage classifica- 
tion. Some households might well get misclassified in this first-stage 
attempt, in which case the additional criteria could be brought into play. 


This criterion for classification was applied to a random sample? of 
361 households (242 operating land, and 119 landless) drawn from the 
population of holdings of 15 acres and less in Haryana, 1972-73. Тһе size- 
restriction implied that all landlord and most of the larger-scale peasant 
holdings were left out ; simultaneously it implied a more stringent test for 
our hypothesis that considerable class differentiation exists even within the 
cultivating peasantry proper. 

We һауе earier argued that a given acreage-group may be expected | 
to contain households of very diverse class character owing to the fact 
that unadjusted acreage does not constitute an accurate index of land 
endowment. Therefore, the first table of interest is the two-way table given 
below which shows the grouping of the 242 cultivating households by both 
criteria : by acreage-level, and by the value of the labour-use ratio defining 

- classes. The figures in brackets indicate the percentage to total number. 


Jt may be noted that any given acreage group does indeed contain 
holdings ranging all the way from poor ‘peasant to rich peasant status 
(except the 'petty employers' who are confined to holdings below 5 acres). 
However, the proportion of labour-hiring holdings (rich peasants and 

` middle peasants) in the total of holdings by acreage group, tends to rise 
with rising farm size. Evidently the two criteria for grouping are associated, 

- as we would expect, but the degree of association is less than most people 

- would believe on a priori grounds. The table below on the net labour 
days hired in or out per holding, serves to underline the great variation in 
the economic status of households within each acreage group. 

It is clear that a given acreage group such as 10 to 15 acres, contains 

е entire range of class status, from the three rich peasant holdings on | 
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average employing 392.17 labour days each, to two poor peasant holdings 
which on balance work on wages for others for an average of 180 days 
each. This is hardly surprising, for acreage operated is unstandardised and 
family size varies widely, giving rise to big variations in the per capita 
effective resource endowment .and generating diametrically opposite pat- 
terns of labour-use. 

It may be of some interest to look at the extent of association bet- 
ween the alternative criteria we are considering. Treating Table I as a 
contingency table with (a) 12 degrees of freedom and (b) 9 degrees of free- 
dom on excluding petty employers, we find that application of the chi- 
square test of association gives the result in both cases, of an observed chi- 
square value which is above the critical value for which the null hypothesis 
of по association is to be accepted at the 0.01 level of confidence. The 
null hypothesis therefore stands rejected. However the difference between 
the observed and critical chi-square values is not so large as to exclude the 
possibility, a priori, that Yate's correction might make a difference. There- 
fore the contingency table was reduced to a 2x2 one by pooling together, 
on the one hand, holdings below 5 acres and those above ; and, on the 
other hand, the rich and middle peasant holdings in one group with all 
other holdings in the other group. After applying Yate’s correction it was 
found that the null: hypothesis continues to be rejected at the 0.01 level. 
The coefficient of contingency (proposed by Karl Pearson) works out 
to C—0.37 with the 9 d.f. table and reduces slightly to C=0.35 with 
the 1 d.f. table, Thus the association between the two methods of group- 
ing is moderate. 


In section 4 we have summarised the results of classifying data relat- 
ing to assets value, imput costs, output performance, crop disposal and 
surplus generation, by both criteria. The main purpose of the exercise 
was to demonstrate that a great deal of difference is made to our percep- 
tion of the stylised facts relating to agriculture, by the method of aggrega- 
tion used. The questions of (a) ‘efficiency’ of peasant producers versus 
capitalist producers ; (b) who invests in green revolution technology— 
‘everybody’ or a minority of specific class status ; (c) whether ‘semi-feudal’ 
exploitation implies enforced commercialisation—all these questions will 
have very different, in some cases diametrically opposite answers depending 
on whether we aggregate according to a direct index such as the labour-use 
index, or use inadequate surrogates such as acreage. 

To anticipate, we find that it is the labour-hiring holdings which 
show the largest relative use of modern equipment (pumpsets, thresher, 
powered chaffcutter, tractor etc.,) and highest application per acre of 
modern purchased inputs, while the small peasant and poor peasant 
holdings have little modern equipment and lower than average per acre 
application ofinputs. The output per acre is consequently higher оп 
labour hiring holdings which generate surpluses above minimum consump- 
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tion, while the small and poor peasants register deficits. This clearly indi- 
cates that the direction of further differentiation under a regime of produc- 
tion for markets will be such as to give an overwhelming advantage to the 
labour-hiring holdings relative to the family labour-based: ones as Marxist 
theorising would predict. Тһе relative income position of the exploited 
classes is bound to worsen given their deficit status and enforced 
‘indebtedness. i 

The very same data aggregated by acreage levels fail to bring out the 
reality of the class concentration of green revolution technology and hence 
of incomes, owing to the bringing together within each acreage group of 
economically diverse holdings. 


A test of the validity of the classification 


From the point of view of the statistician, what we have proposed is 
a method of aggregating farm: economics data, which we claim is more 
meaningful in bringing out the real class groupings which exist in rural 
society, as compared to the conventional grouping methods such as 
acreage. For us the validity of our method derives from the validity of 
the theory underlying the method, and statistical testing is in the nature of 
a check only. For the statistician unencumbered by adherence to any 
theoretical ‘isms’, the validity of any _ particular aggregation method 
depends on whether the characteristics .of the classes defined by that 
method, display significant difference in their mean class values, such that 
the classes treated as samples, can be inferred to have been drawn from. 
different populations. Any test of significance of mean value differences 
over classes, must basically consider the-within-class variance relative to 
the between-class variance. Clearly if the within-class variance for charac- 
teristics is large relative to between-class variance, the method of classifica- 
tion is faulty. For example, it is. clear from mere inspection of Table II 
without any need for tests, that as far as the characteristic of labour-use is 
concerned, the acreage method of grouping is quite hopeless, for the with- 
in-group variation in labour use (each row) is actually larger than the 
between-group variation (each column). ғ : 

To show that the labour-exploitation criterion provides a statistically 
valid method of aggregation, we will apply Fisher's discriminant function 
analysis. This was developed as a powerful tool of linear statistical in- 
ference, relevant for all theories of clustering or groupiig of variable 
values, and with a wide range of applications from cluster analysis in bio- 
metry to sociological ‘stratification’? exercises, Discriminant function 
analysis permits us to take multiple characteristics, say p in number, and 
treating the neo classes into which the observations are grouped as sp 
many samples, to test for the significance of the difference in sample means 
of all p characteristics considered simultaneously. The discriminant func- 
tion is defined as that linear function whose coefficients are such that the 
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separation of the classes is maximised. For example, in the case of two 
characteristics—say value of assests, and family labour days used іп pro- 
duction—and the separation of observations into two groups, the discri- 
minant function can be graphically represented as follows : 







———— —— — — 


—— HP от 
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P Pas Value of 
assets 


so 


Note: Adopted from RH Green, Sampling design and statistical methods for environ- 
ment biologists (1979). The discriminant function is a new axis which maxi- 
mises the separation of the groups. The possible number of functions is one 
less than the number of groups or number of characteristics, whichever is 
smaller. . 


What аге the characteristics we might. take, for testing the statistical 
validity of grouping by the labour-use criterion ? Тһе salient respect in 
which the labour-exploitation index may be expected to give more mean- 
ingful results, as we have argued, is in regard to bringing out the structure 
of capital investment. When a process of ‘green revolution’ or capitalist 
investment is taking place as in Haryana since the sixties, we would expect 
that the classes appropriating surplus labour would owing to their conse- 
quent command over investible surplus, be in a better position to invest in 
new technology. The use of modern machinery such as powered chaff- 
cutters, tillers, pumpsets, threshers and tractors as well as the application 
per unit of area of fertilizers, pesticides, and high-yielding seed may be 
expected to be higher than average on these holdings while conversely the 
value of modern assests and new inputs per unit of area may be expected 
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to show lower-than-average values for the poor peasants and small pea- 
sants. (The fact that technical change in India has necessarily occurred 
in a land-augmenting fashion implies that larger fixed capital investment is 
associated with larger labour-input and there is no contradiction in postu- 
lating more use of machinery by holdings employing more hired labour). 
The market-orientation of the labour-hiring holdings may also be expected 
to be higher, for they represent the developing capitalist tendency. 
Bearing in mind this theoretical background, we have adopted the 
following three characteristics : 
(1) Value of modern powered equipment and assets per unit of area 
operated, K/A 

(2) Value of combined output (crop plus livestock products) per 
unit of area operated, X/A 

(3) Value of market sales as proportion to total output value, 
M/X. 

It will not be seriously disputed that high capital investment, high 
land productivity and high market orientation taken together are impor- 
tant indicators of the capitalist character of production. By taking up 
these particular attributes for statistical testing of the distance between the 
classes, we are simultaneously seeking to establish that the labour-hiring 
holdings do represent the capitalist tendency within the peasantry. 

Once the discriminant functions have been estimated, Mahalanobis 
distance D? over p characteristics may be easily calculated and the F-test 
applied to the associated variance ratio. (While Mahalanobis distance 
has been widely used іп sociological studies in India, the idea of extending 
the statistical analysis to discriminant functions, I owe to the work of 
E. Arequem da Silva, 1984, who has carried out some interesting tests on 
farm data from N.E. Brazil classified according to the labour-exploitation 
criterion as developed in my 1976 article). 

The results of pairwise discriminant analysis for the four classes (rich, 
middle, small and poor peasants) are given in Table III. The fifth group, 
the petty employers have been excluded since their number is small and 
they represent a special ‘widows and orphans’ category. (For all purposes 
of class comparisons in the detailed study, they are included among the 
‘rural poor’ comprising the small peasants, poor peasants, and landless 
labourers). Thus, households comprising 236 out of the 242 cultivating 
households are considered in the discriminant analysis. 

The value of Mahalanobis distance D2 was worked out in every case 


along with the associated variance ratio 
2 


N,+N,—P-—1 % N, Ns Dp 
P (Ni -N;) (N;--N, 2) 
where М), № are the numbers of holdings in the two classes and P the 


number of characteristics, in this case 3. Тһе F-test was applied to the 
observed F value. We are thus testing for the null hypothesis that there is 


F= 
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no difference in class means which would imply that the classes are drawn 
from the same population. 


It will be noted from the Table III that in every single pairwise com- 
parison of classes, the observed F. value is very far above the critical F 
value at even the stringent 0.001 level (as opposed to the usual 0.01 level 
generally adopted). Thusin the case of rich peasant class and middle 
peasant class, the distance statistic value is such that observed F is 2378.7 
while critical F is 6.17 ; and similarly in the case of every comparison. (If 
we had the relevant tables of F-value then, we could posit even more 
significant results than at the 0.001 level given the large difference in 
observed and critical F values). 

These results enable us to reject decisively the null hypothesis and to 
say that the classes are drawn from different populations. In fact, we 
could not possibly expect to obtain stronger statistical results than we have 
here. The test indicates that the labour-exploitation criterion is a robust 
criterion for classification since it enables us to group households into clas- 
ses which are significantly distant from each other with respect to some 
important indicators of capitalist production. 


Of course, the criterion may be expected to prove itself to be less 
robust in a different socio-economic structure in which.the tendency to- 
wards capitalist differentiation may be weak and labour use be weakly 
associated with class status. Ifcaste factors remain very important so 
that for example in a Thanjavur village large numbers of very impoverish- 
ed Brahmins refuse to touch the plough but hire outside labour, our 
criterion will not work well. In Green Revolution areas however the 
criterion may be expected to provide a far more accurate method of 
capturing the real processes of change arising from capitalist investment. 
This is what is indicated by the test on Mahalanobis distance using Haryana 
data for households classified by the criterion, 


Indicators of Seyelaping capitalist production relations in 
Haryana E 

In this section we give selectively some results of àn extensive exercise 
in grouping farm economics data for the cultivating households in the 
sample by the alternative criteria of acreage-level, and class-status. These 
results shed some light on a range of problems earlier mentioned namely (a) 
whether investment in “green revolution’ technology is being under-taken 
by ‘everybody’ oris in fact concentrated with particular classes; (b) the 
‘efficiency’ of family- labour based cultivation as opposed to hired-labour 
based cultivation; (c) whether 'semi- feudalism’ implies enforced market- 
orientation of poor peasants and (d) who are the rural poor, and who the 
appropriators of surplus, Some of these results are anticipated in the 
statistical exercise of the previous section. 
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Asset-structure and adoption of ‘green revolution’ technology 

As three possible indicators of green revolution technology, we look in 
Table IV, at the percentage of operated area (i) under irrigation, (ii) under 
high-yielding verieties and (iii) under remunerative crops, (which include 
all high-value crops requiring irrigation), by both grouping methods. It is 
clear that all three indicators show a positive association with class status, 
but no clear association with farm size emerges. 

Thus higher-than-average share of area under irrigation, under HYV, 
and under profitable crops is registered by the rich peasants and middle 
peasants (together constituting the net labour hiring and net rent appro- 
_ priating classes) while the small peasants and.poor peasants show lower 
than average or near average values. 

The value and structure of fixed capital assets used in productior, 
show a very clear class-wise variation. The rich peasants own on average 
about four times the value of assets owned by poor peasants. But similar 
variation is also present by the acreage-grouping; what is more interesting 
is the structure of assets. We would expect the labour-hiring classes, inso- 
far as they represent the vapitalist tendency within the peasantry, to have 
invested in the past to a larger extent in the typical land-augmenting 
methods of the new green revolution technology, in pumpsets and tubewells 
for irrigation, perhaps sprinkler systems, in powered chaff-cutters, in 
pesticide sprayers, in threshers and perbaps even tractors. (In the event, 
only one rich peasant holding in the sample possessed a tractor—which is 
not surprising given the low acreage restriction on the sample; but other 
equipment had been invested in to some extent). Conversely we would 
expect the family labour-based and hiring-out households (small peasants 
and poor peasants) to possess relatively more of the traditional equip- 
ment. . f 
Our expectations are sübstantially borne out by the class-wise picture 
of asset ownership given іп Table V.. The share of tractors, tubewells and 
pumpsets plus other modern powered equipment made up as high as 49.7 
per cent of total non-land productive assets in the ease of rich peasants, 25 
per cent for middle peasants, while for small and poor peasants it drops to 
20 per cent and zero per cent. Conversely, livestock account for 91 per 
cent and 67.6 per cent of the total assets value for poor and small peasants 
compared to 56.5 and 39.4 per cent for middle and rich peasants. The 
latter have evidently substituted bullock labour for tillage and traction by 
machinery to a greater extent and have moved thereby to a different set of 
production possibilities altogether. ` 

The structure of current inputs cost, i.e. the working capital structure, 
naturally reflects the differing asset structure across classes. Livestock 
maintenance, traditionally the. most important item of current costs, 
accounts for only 31 per cent of total costs incurred by rich peasants, 54.4 
per cent for middle peasants and as high as 73.7 per cent and 67.8 per cent 
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for small and poor peasants respectively. Conversely the costs incurred 
in typically capitalist type cultivation, namely wage outlays plus fuel for 
machinery, irrigation charges and machinery maintenence plus hire of 
equipment and livestock, add up to 45.4 per cent of total costs in the case 
of rich peasants, drop substantially to 22.8 per cent for middle peasants 
and are very small at 6.9 per cent and 6.7 per cent respectively, for small 
and poor peasants. Thus, ‘green revolution’ technology is not operated 
by all holdings, but shows a marked concentration with the labour-hiring 
holdings, as theoretically predicted. The above analysis lends support to 
the view earlier stated, that there existsa hierarchy of techniques and 
methods of production corresponding to the class hierarchy. It is not 
merely that the average rich peasant household has four times the asset- 
value of a poor peasant household: the asset structure is qualitatively 
quite different in one case compared to the other. 

It may also be noted that both the non-land productive asset value 
per unit of operated area, (characteristic 1 of the previous section) as well 
as the total working capital outlay (current costs) per unit of area, are 
positively associated with class. status, being higher than average for the 
labour-hiring classes and lower than average for all others. 

The acreage level grouping of the very same data, fail to indicate any 
association between farm size and the structure of assets or of working 
capital. As regards the values per acre of assets and inputs, we observe a 
broadly inverse relationship with farm size—which is in line with the much 
discussed Farm Management Studies findings. Thus, we have the situation 
that a given set of data show a direct relation of value of inputs per acre 
with class status, but an inverse relation of the same variable witb farm 
size ; even though the average farm size is directly related to class Status 
(highest for rich peasants and declining as we move down the class ladder ; 
the range however being less than in the acreage grouping). 

The reason for this is best discussed in the context of output perfor- 
mance. 


"Efficiency of family-labour based farms vs hired-labour using farms. 

In view of the findings summarised above, which show that both 
the application of modern types оҒ fixed capital as well as the intensity of 
working capital application per unit of area is higher than average on the 
f labour-hiring holdings, it will not surprise the reader that output per unit 
of area (crop products plus livestock products) is also found to be higher 
than average on the labour-hiring holdings (Table VII) compared to the 
small and poor peasant holdings. In short there is a direct relation between 
class status and yield performance. 

, The very same data grouped by acreage levels, give us an inyerse rela- 
tion between farm size and yield (Table ҮШ), as might be expected from 
the fact that intensity of input application and farm size were found to.be 
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inversely related, earlier. Thus, we have (һе result made familiar by a 
. number of Farm Management Studies around which an enormous literature 
has by now developed. 

While a number of authors have attempted an 'explanation' of the 
inverse relation. between farm size and yield, most fall in the category of 
statistical decomposition of yield variation into its components—irrigation 
and cropping pattern variation being the main factors. Why these should 
vary the way they do, is a question which has not been tackled satisfac- 
torily. The only analytical explanation attempted still remains that by 
A.K. Sen, using the Chayanovian model,to say that family-labour based 
holdings do not ‘count their labour’ i.e., cost it, at the market wage rate 
and hence push labour input beyond the point of equality of marginal 
product of labour with the wage rate, thus obtaining higher yields com- 
pared to the hired-labour based or capitalist holdings which are constrain- 
'ed by having to pay the wage-rate. As an explanation of the observed 
inverse relation of farm size and yield in the FMS, evidently there must be 
an implicit identification of small-acreage holdings with ‘family labour 
based’, and large-acreage holdings with ‘hired labour based’ holdings ; for 
the model to hold up the assumption of identical production functions for 
the two types of holdings, is also crucial. 

We have argued elsewhere that there is a logical contradiction in 
postulating the coexistence of the two types of holdings, with identical 
production functions. The capitalist holdings employing hired labour must 
produce а surplus-profit where family based farms need not ; and in prac- 
tice their access to investible funds implies that they can employ qualita- 
tively different production techniques i.e., operate on a different *produc- 
tion function' altogether. The Sen argument (which is identical with 
Chayanov's argument) on superior peasant efficiency cannot stand 
theoretical scrutiny ; we would expect the labour-hiring farms as a group 
to show higher, not lower yields compared to family labour farms asa 
group, though of course it is quite possible for an individual family 
holding to have higher yield than an individual hired labour based hold- 
ing? ` ў 

` Our use of a direct index of labour-use to separate out the labour- 
hiring farms from the rest, enables us to refute decisively the Chayanov-Sen 
position. Тһе labour hiring holdings are found to have higher, not lower 
output per unit of area. (The actual productivity differential is larger than 
our data indicate, since the sample was restricted by a low ceiling on hold- 
ingsize). А positive association of yield "with class status is seen to be 
perfectly consistent with а negative association of yield with farm acreage. 
This is simply because Table I holds—not just in Haryana but everywhere : l 
viz. the set of small-acreage holdings intersects but is not identical with the 
set of small peasants and poor peasants, while the set of large-acreage 
holdings similarly intersects but is not identical with the set of middle 


L 


IDENTFYING THE PEASANT CLASSES-IN-THEMSELVES IN RURAL INDIA 113 


peasants and rich peasants.? 

For any given acreage group, the observed yield per acre is in fact a 
weighted average of the yield in the first sub-set (family labour holdings) 
and the yield in the second sub-set (hired labour holdings), the weights 
being the respective areas. ІҒ within the family labour based holdings 
alone there is an inverse relation between farm size and yield (and there 
are theoretical reasons for expecting such a relationship) then this inverse 
relation would show up in a moderated form in the weighted averages by 
acreage, even if the hired labour holdings are quite free from such a rela- 
tionship, as long as the yield differential between the two types of holdings 
is not very large. If over time however (assuming the weights, i.e., relative 
areas are unchanged) the hired labour based holdings, representing the 
capitalist tendency, raise their yields at a faster rate through investment, 
then given the higher proportion of hired labour farms' area in the larger 
acreage groups, the overall relation of farm size and yield would now 
show up as a direct one (as is already happening in some parts of Punjab). 


Semi-feudalism and enforced commercialisation 


In the sample we are considering, there were a number of family- 
labour based holdings which paid about half of gross output as rent on 
land leased in, such land constituting the major part or the entire operated 
area. On the basis of our criterion such holdings would fall straight away 
into the ‘poor peasant’ category (since the labour-days embodied in rent 
and parted with, would constitute at least half of the labour days worked 
on the operated holding). 

Looking at Table IX on the disposal of crop output under various 
heads, we find that a rather clear classwise picture emerges. Тһе highest 
degree of market-orientation is registered by the rich peasant holdings, for 
whom the combined category of ‘sold’ and ‘stored for future sale’ accounts 
for 57.2 per cent of total output value. With declining class status, parti- 
cipation on the commodity market also declines steadily, with the poor 
peasants at the bottom marketing only 17 per cent of output. The propor- 
tion of output the poor peasants hand over to others, however is much 
higher, for 26 per cent of output goes as kind rent payments alone. (This 
figure is the average over all poor peasants, not only those actually paying 
rent but also those who fall in the poor peasant category because they 
hire out family labour alone without rent payment). ‘The small peasants, 
too‘have to pay 10 per cent on average as kind rents. This indicates that 
if the poor peasants and small peasants actually owned the land they now 
rent, then they would be in a position to market perhaps 43 per cent and 
46 per cent respectively of their output instead of the mere 17 per cent and 
36 per cent that they do market (assuming that the amount of crop now 
being paid as kind rent is entirely marketed). 

In what way is this crop disposal pattern related to the question of 
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*semi-feudalism' ? In the Marxist literature, ‘feudal’ relations consist con- 
ceptually in the direct extraction. of surplus from an enserfed peasantry by 
a superior proprietory class, without the mediation of markets, where the 
basis for such direct extraction is landed property. Тһе qualified concept 
*semi-feudal' was used in the context of colonial and partly colonial econo- 
mies where overt serfdom did not exist but was replaced by land-hunger 
of peasants, who were still obliged to pay out surplus to those monopolis- 
ing landed property. Direct extraction of surplus in the form of labour 
or produce, without the intermediation of the market and with monopoly 
of landed property remains the essential feature of ‘semi-feudal’ relations. 
Our data on crop disposal for Haryana indicate that such direct extraction 
of surplus produce in kind remains quite important for a segment of the 
tenants, and depresses the market participation of the poor peasants as a 
whole, considerably. 

The discussion above is necessary to distinguish the conventional or 
classical Marxist concept of ‘semi-feudalism’, which we adopt, from the 
interpretation given to the term in, for example, the Bhaduri model of 
‘semi-feudal’ relations which has been widely quoted in the literature. The 
cash indebtedness of a tenant to a landlord on account of consumption 
loans is the central feature, entailing increasing commoditisation of the 
tenant’s product. This is a different situation from that revealed by our 
data, which indicate a very low level of commoditisation of the poor pea- 
sants’ product owing to the direct extraction of kind rent, and thus con- 
forms to the classical notion of ‘semi-feudal’ relations. 

It may be noted that while the poor peasants and small peasants 
retain 53 per cent and 48.8 per cent of crop output for on-farm consump- 
tion, their level of (kind) consumption, is only one-half and four-fifth 
respectively of the kind consumption of the rich peasants, although the 
latter retain only one-third of crop output for this purpose. 

The burden of payment of all rent (kind plus cash), loan interest and 
commercial charges taken together, is relatively higher for the rural poor, 
as will be clear from the discussion of disposable incomes below. 


Economic viability and surplus retention 

We would expect the Jabour hiring holdings to retain surplus above 
the family’s consumption needs out of the net output, while the poor 
peasants and small peasents may be expected to be hard put to satisfy sub- 
sistence requirements. To see if this is the case, a comparson is undertaken 
between the income and (a) imputed value of family labour on the one 
hand, (b) poverty levels on the other. The exercise of evaluating family 
labour days at the wagerate and comparing with the net income actually 
obtained, is equivalent to asking the question, whether family workers 
obtained a return to their labour at least as high as the wage rate. 

Two concepts of income are adopted : (a) the farm labour income, 
given by the gross output value (of crops and live stock) less all material 
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costs actually paid out in cash or kind. This is identical with value added 
in production less wage outlays, (b) the farm disposable ‘income, which is 
thefarm labour income less payments of rent, loan interest, trader's 
commission, land revenue and cess. ` 


The distinction between the two concepts of income derives from the 
treatment of rent, interest etc. as constituting charges which are in the 
nature of property-claims on the producer's surplus, rather than ‘cost of 
production’. It will be clear from Table X, that the farm labour income 
per household for poor peasants, for example, is less than two fifths of the 
level enjoyed by rich peasants. But the relative position of the poor peasant 
worsens dramatically when disposable income is considered. More than 
half of their labour income is taken away from them by way of payments 
of rent etc. (rent constituting 99 per cent of the total exactions and 
three-fifth being in kind) compared to below 6 per cent in the case of rich 
peasants. The disposable income of poor peasants drops in consequence to 
just over one-fifth of the rich peasants' income. 

We evaluate the standardised family labour days of the cultivating 
households at the daily wage-rate of casual labourers in the sample, 
which was Rs. 5.00. On deducting this imputed value from the labour in- 
come and disposable income respectively, deficits are observed in the case 
of the poor peasants and petty employers; the small peasants register а 
deficit when disposable income is considered but show a surplus with labour 
income. Only the labour-hiring classes register unambiguous surpluses. 
This finding is the same as stating that the rural poor (small and poor 
peasants) fail to get a return to the labour put in by family workers, which 
is at least as high as the casual labour wage-rate; while the rural well-to- 
do obtain higher-than-wage return. 

Thesame data grouped by acreage levels shows no theoretically 
predictable pattern: all groups including farms over 10-acres register 
deficits, except the 5.0-10.0 acre group which shows a surplus. 


The comparison of the income from agriculture, and non-cultivation 
incomes in Table XII predictably indicates that poor peasants try to make 
up through wage-paid work for their low cultivation incomes, as do the 
smallpeasants to a lesser extent (the balance is contributed mainly by 
remittances). Even if we consider the total disposable income from all 
sources however, and compare it to poverty-level incomes, we find that the 
rural poor continue to register deficits. (Table XII). The unfavourable 
divergence is largest for the poor peasants, followed by landless labourers, 
and then by small peasants. Only the labour-hiring classes register 
positive deviations from poverty-level incomes. Thus, only 35 per cent of 
the cultivating households in the sample are economically viable, and these 
are the labour-hiring households: allother households making up 65 per 
cent of the total fail to reach the poverty-line income, whether in the sense 
defined by the Planning Commission, or in that defined by Dandekar-Rath. 
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While the data relate to а cross-sectional sample at a point of time, 
the implications of this pattern of surplus retention for changes over time 
are quite clear. We can hardly expect the rural poor, (identical with the 


set of family labour based farms and those hiring out) to be able to under- 
take investment іп expanding production further through adopting new 


technology when they fail to reach poverty-level incomes. Conversely the 


labour-hiring and rent-appropriating classes, by virtue of their exploitative 
position and surplus appropriation, are ina strong position to invest and 


expand their scale of production if it is profitable for them to do so, 
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APPENDIX A 


The following limits are specified to the value of E in order to class- 
ify households into a set of mutually exclusive and all-exhaustive cate- 


gories (sub-categories not specified here are not ruled out) 





5. Poor peasant 

‘(Poor tenant 

. and labourer 
with land) 


6. Landless 
- Labourers 


Class Defining Characte- Value of Reason 
ristic Е--Х/Е 
1. Landlord No manual labour E>o, Е--О, j 
in self-employment, X20, 
large employment and | Primarily 
of others' labovr large | exploiting 
labour of 
2. Rich peasant At least as large an. ЕРІ F>O, | others’s 
employment of . X»0,| 
others’ labour as X>F | 
self-employment 
3. Middle Smaller employment 1>E>O Е>О, | 
peasant of others’ labour X20, | 
than self-employment X<F 
Primarily 
"E selfemploy- 
| ed 
4. Small peasant Zero employment of О>Е>--1 Е>№ | 
- others ог working : X«O, | 
for others; and working [X| <Е| 


for others to smaller 
exlent than self- 








employmet 
Working for othersto ^ E«—1 Е>О, | 
a greater extent than Х-<0, | 
self-employment IX|2Fl 
Primarily 
SS exploited 
No self-Employment; Е->--с Е-О,| by 
Working entirely X<O | others 
For others and | 


large | 
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Table IV 
Area under Irrigation, HYV and Remunerative Crops 
Ie uu Mo MM Аа 


: Percent of Cropped Area Under 























Irrigation HYV Remun. Crops 
Rich 65.7 31.9 56.2 
Middle 63.5 31.8 : 542 . 
Small 54.7 13.2 - 39.8 
Poor . 55.9 2 192 . 20.3 
59.6 17.5 45.3 
: Acreage 
0-2.5 51.8 184 370 
2.5-5.0 55.4 15.1 39.3 
5.0-10.0 64.3 19.0 49.2 ` 
10.0-15.0 53.5. 15.2 43.4 
one gS oe ge ER TRE UU (cfr PUE ннен 
59.6 17.5 45.8 
p———————— ááÓ áo LLL LL, TID 
Table V l 
Structure of Productive Assets (per cent) 
nents eT а 
Peasant Tubewell, Implements, Agro- Total 
Class other Irri- Livestock buildings & industry 
gation, and . vehicles | and non- 
Machinery farm 
Rich 49.7 39.4 7.8 2.9 100.0 
Middle 525.1 56.5 184 .. 0.1 100.0 
Small 20:2 67.6 11.2 . 0.9 100.0 
Poor : ' 0.0 90.9 9.1 : Q0 100.0 
All i ; 24.3 61.6 13.3 0.76 100.0 
Acreage; ; i 
0-2.5 . 13.9 74.0 10.6 1.5 100.0 
--- 2.5-5.0 19.7 67.8 11.9 . 0.6 100.0 
5.0-10.0 32.3 53.8 13.0 0.9 100.0 


10.0-15.0 11.6 68.9 19.0 0.0 160.0 
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Table УІ 


Structure of Current Input Costs (per cent) 


т 
Peasant Wages Fuels, Machi- Sub- Seed, man- Sub- Livestock Total 























Class nery & Total ures, fertili- Total Mainte- 
Irrigation & 1--2 zer 3--3 nance 
Hire Charges 
1 2 3 4 5 6 
Rich 299 15.5 45.4 23.8 69.2 30.8 100.0 
Middle 10.3 12.5 22.8 22.8 45.6 54.4 100.0 
Small 0.2 6.7 6.9 19.4 26.3 73.7 100.0 
Poor 0.4 6.3 6.7 25.5 32.2 67.8 100.0 
Petty 
Employer 18.7 8&0 267 9.9 36.6 63.4 100.0 
8.2 10.1 18.3 21.5 39.7 60.3 100.0 
puru ER CEP ON 
Acreage 
0.0-2.5 2.6 10.2 12.8 17.6 30.4 69.6 100.0 
2.5-5.0 4.2 12.0 16.2 17.6 33.8 66.2 100.0 
5.0-10.0 10.2 9.8 20.0 20.5 40.5 59.5 100.0 
10.0-15.0 12.3 8.0 20.3 34.1 54.4 45.5 100,0 
8.2 10.1 18.3 21.5 39.7 60.2 100.0 
Table VII 
Output per Holding, per Acre and per Worker by Class 
Peasant Class Output per Output per Output per Total In- 
Holding Acre family worker put Cost 
` per Acre 
Rich 5533.3 746.1 2597.8 484.6 
Middle 4233.9 671.7 1693.5 369.5 
Small 2745.3 594.9 1032.1 301.3 
Poor 1764.5 431.6 619.1 233.9 
Petty employer 1230.6 671.3 580.5 490.5 
3228.1 634.6 1246.4 343.7 


p———— o A S E E a 
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Table ҮШ 
SUBE per Hole: and pee Acre by Acreage level 


Acreage group Output per Total ‘tapi Cost Output per Acre 














Holding per Acre 
0.0-2.5 1494.8 657.4 928.1 
25-50 - 2189.6 4079 656.6 
5.0-10.0 44114 299.6 6357 
10.0-15.0 5675.9 298.0 497.0 
АП 3228.1 343.7 634.6 
Table IX 


. Disposal of Crop Output (per cent) 





I 2 3 4 5 6 
Peasant Class Wages and Consump- Rent Sold Total 
Artisan tion and 


payment seed 





— M Á— 


Rich 6.41 33.49 2.91 57.18 100.0 — 

Middle 4.56 48.80 2.03 44.43 100.0 
“Small 1.84 5159 10.11 36.04 100.0 

Роог 1.37 55.50 26.10 17.00 100.0 

Petty è 

Employ 8.72 71.897 2.73 16.66 100.0 


Note : ‘Sold’ in column 5 includes ‘stored for future sale’. Columns 2 to 5 do not add 
up to 100, the difference being ‘spoiled and wasted output’. 
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Tabe X — ; | 
Farm Labour Income and Disposable Income per Holding (Rs.) 

















1 2 23 4 5 
Peasant Class Farm Labour Rent, Interest, Farm Dispos-  Fercent of 
Income etc. able Income (3) to (2) 
Rich 1968.7 109.3 1859.4 5.6 
Middle 1928.8 172.6 1756.3 9.0 
. Small 1365.8 182.6 1183.1 13.4 
Poor 813.8 420.6 393.1 51.7 
Petty employer 342.5 |^ 33.7 308.8 9.8 
oa ssn, АСӰСС 
All 1492.8 193.1 > 1299.8 12.9 
Acreage group 
0.0-2.5 446.6 30.2 416.1 6.8 
2.5-5.0 844.6 1006 743.9 11.9 
5.0-10.0 2352.9 3142 2036.8 13.4 
10.0-15.0 2305.2 340.2 1964.9 14.8 
All 1492.8 51931 = 1299.8 12.9 
—Ó— — —————HÓÓÓTUATAPP RR OR IAEA) cao 
Table XI 


Surplus/Deficit per Holding (Rs.) 
а Се еу ТУ SE TE PO n t IP CO E a a 

















Peasant Class Farm Labour Surplus Farm Disposable Surplus 
Rich 1051.8 . 942.5 
Middle 554.6 -` i 382.0 
Small -170.7 . —12.0 
Poor —331.5 —752.1 

Petty employer  —167.3 : —201.0 
All. . 283.9 22-908 
Acreage group 
0.0-2.5 i —94.8 — 125.2 
2.5-5.0 —245.8 ; — 346.4 
5.0-10.0 920.0 603.8 
10.0-15.0 119.5 . --221.3 
АП 283,9 А : 90.8 





Note : Farm Labour Surplus is the Farm Labour Income less imputed value of family 
labour at Rs. 5.00 per day. Farm Disposable Surplus is is the Farm Disposable 
Income less the same imputed value. 
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Table XII 
Total Incomes Relative to Poverty Levels 





1 


2 3 4 5 


Peasant Class Noncultiva- Percentage Total Dispo- Deviation of 


Rich 
Middle 
Small 
Poor 


tion In- of (2) from sable Income Total Dispo- 
comes wage work sable Income 
from Poverty- 

line 
(a) (b) 
115.3 0.0 1974.7 318.8 732.8 
116.9 0.4 1873.2 ' 21 484.1 


157.1 3.7 1340.3 --786.6 --254.9 
345.5 37.6 738.6 —1152.8 —680.0 





Landless labourer 1031.15 96.4 1227.8 --278,9 97.8 
Petty employer 200.0 0.0 508.8 —406.8 —177.9 





Note : 


In column 5, (a) is the deviation from the Planning Commission poverty line 
and (b) the deviation from the Dandekar-Rath line. 


U. Patnaik, ‘Economics of farm size and farm scale: some assumptions re- 
examined’, ЕРИ”, Vol. VII, Nos. 31-33, Special No. Aug. 1972. 

U. Patnaik, ‘Class differentiation within the peasantry: an approach to the 
analysis of Indian agriculture’, EPW, Vol. XI, No. 39, Sept. 25, 1976. (In his 
гесеп» Political Economy of Underdevelopment, Amiya K. Bagchi has refer- 
red to my discussion in that article, of the criteria employed by V.I. Lenin in 
the context of China, as the *Lenin-Mao' classification, much іп the same spirit 
that М.К. Chandra had, much earlier, referred to the ‘Kautsky-Lenin law of 
concentration’, We would be happier with a somewhat different formulation : 
what is being talked about, is the Marxist approach to identifying гига! classes, 
or the Marxist law of capitalist concentration. While Lenin, Kautsky or 
Mao were certainly prominent Marxists, the acceptance of the basic principles 
involved extend to many thousands of other people ; it would be equally invi- 
dious to talk of ‘the Samuelson law of diminishing marginal utility’ !). 

This sample was drawn under an ICSSR-financed project directed by Dr. 
Sheila Bhalla on small farmers and labourers in Haryana. I am very greatful 
to Dr. Bhalla for giving me permission to analyse the data and to publish the 


results. 
For a discussion of discriminant functions and Mahalanobis distance, see 


C.R. Rao, Linear Statistical Inference and Its Applications (New Delhi, 1965), 
pp. 565-567. 

E. Araquem da Silva, ‘Measuring the incidence of peasant capitalism : an 
analysis of survey data from north-east Brazil’, Journal of Peasant Studies, Vol. 
12, No. 1, October 1984. 
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6. А.К. Sen. ‘Peasants and Dualism with or without surplus labour’ Journal of 
Political Economy, 1966. 

7. U. Patnaik, ‘Neo-Populism and Marxism : the Chayanovian view of the agra- 
rian problem and its fundamental fallacy’, Journal of Peasant Studies, Vol. 6, 
No. 4, July 1979. 

8. The same result was obtained in an unpublished paper by S. Brahme and R.S. 
Rao, who analysed the FMS data for Maharashtra. See their “Capitalism in 
Agriculture—A Survey’ (paper presented to Seminar on Political Economy of 
Agriculture, Calcutta, 1973). . 


Book Reveiw 


Political Economy and Development Economics 


PRANAB К. BARDHAN, The Political Economy of Development in India, 

- Basil Blackwell, Oxford University Press, New Delhi 1984; Land, 
Labour and Rural Poverty: Essays in Development Economics, 
Columbia University Press, New York and Oxford University Press, 
New Delhi 1984, 


THESE two recent books by Pranab Bardhan differ so much in style and 
content that lumping them together for the purpose of review might seem 
a little odd at first glance : the first is wide-ranging and speculative, the 
second analytical and empirical. The Political Economy of Development in 
India (PED) is based on Bardhan's Radhakrishnan Lectures delivered 
at Oxford in the summer of 1983 and paints in a few broad brushstrokes 
the central structural problems that the author seesthe Indian economy 
facing. Land, Labor and Rural Poverty (LLP) on the other had brings . 
together as a. collection of essays much of Bardhan's earlier. work,now in 
arevised and expanded form, on various micro topics in development 
economics like peasant labour supply, land leasing and the workings of 
factor markets. Both books have much to offer, as one would expect from 
a writer of Bardhan's class. But I want to suggest that, read together, the 
very contrast between them helps to illuminate a number of issues, not only 
of methodology, but of India's changing political economy. 

Bardhan's main concern in PED is with “the political economy of the 
constraints that seem to have blocked the economy’s escape from a low 
level equilibrium trap of slow growth" (p. viii). This for him is “more of an 
analytical puzzle than the question of why the poor in India do not geta 
better deal" (/oc. cit.) and the focus therefore is on the political processes 
governing accumulation : questions of distribution are in fact only touched 
on in the Introduction, which sets the stage for the subsequent discussion 
by rapidly going over the salient features of India's development record, 
and in particular, noting the very limited impact on poverty that has been 
made. А quick chapter on the agricultural constraints to growth—where 
the need for a continuing high level of investment and the maintenance of 


ч- 
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infrastructure in this vital sector are emphasised—leads Bardhan on to 
well-trodden, if still dangerous territory : the causes of industrial decelera- 
tion in the Indian economy since the mid-sixties. As is well known, this still 
inconclusive debate has engaged some , of the best minds working on the 
Indian economy, and a number of competing views have crystallised.! 
Thus while neoclassical economists have by and large blamed the inefficie- 
ncies associated with the regime of controls for the secular decline in the 
rate of industrial growth, others have variously focused on the failure of 
agriculture to grow at a sufficient pace, on the impact of adverse terms of 
trade for industry, on the decline of public investment, on the deteriorating 
productivity of capital and on the worsening pattern of income distribution 
--іо mention only the major hypotheses that one finds in the literature.” 
Bardhan is clearly aware of the range in this debate. He does note 
the limitations of some explanations of the deceleration (e.g. those that 
invoke a worsening in levels of inequality, or attempt to find a link with 
the end of the era of import substitution) and statistical back-up for his 
arguments is provided in the score of tables gathered together at the end 
ofthe book. But in trying to establish that the culprit ultimately is the 
combination of decline in investment levels and the increasing inefficiency 


Of capital use, he really cannot hope to convince anyone who has not 


already been convinced through an independent reading of the evidence. 
Perhaps because of the inherent limitations imposed by а lecture format, 
the text makes important claims without adequate substantiation, and these 
often emerge incompletely in footnotes (e.g. the results of econometric 
exercises which show the stimulating effect—and little ‘crowding out'—of 
public sector investment on private sector economic activity, or the evide- 
nce that the increase in capital-output ratios can be clearly linked to cost 


- escalation and ‘irresponsible political decision-making’ )—and one gets the 


impression that Bardhan is rather eager to establish his case and pass on, 
as he puts it, “from the world of economic statistics to that of political 
sociology” for this explanation does as it happens fit in rather nicely with 
atheory of state power in India that is exposited in the next couple of 


chapters. 
This theory—possibly the most innovative, if controversial, part of 


the book—takes as its starting point the work of the political sociologist 
Theda Skocpol |1979, 1982] and in particular her well-known analyses of 
the mechanisms and apparatus of state power and control. Bardhan argues _ 
that the Indian state has to be seen as a ‘relatively autonomous’ regulatory 
(and hence patronage dispensing) agent than asa more familiar, develop- 
ment one. He then identifies three dominant ‘proprietary classes’ who have 
managed in the Indian context to appropriate the institutions of state 
power and in whose interests the mechanisms of state therefore largely 
operate. Each of these classes has a measure of clout to direct part of the 
operations of state to its own advantage, but differences. amongst the 
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protagonists involved preclude collusive action to maximize gains from 
collective control of the state. Indeed what we are faced with is a rather 
disparate coalition where conflicts of interest (over access to educational 
privileges, licensing grants, financial subsidies) increasingly come out into 
the open—witness Sharad Joshi’s rich farmer movement supporting 
‘Bharat’ versus ‘India’. Thus the dominant class, far from being a homo- 
geneous entity (as in some advanced capitalist countries) is here seen as 
riven by intra-class conflicts. What this leads to ultimately isa struggle 
amongst these various factions to gain control of key social resources 
whereby one faction can advance its interests over the others. This jockey- 
ing involves the manipulation of the whole paraphernalia of the state 
power, from changing the tax structure, to cornering industrial permits and 
directing the flow of public financial transactions. 

It is at this stage that the argument is closed, for Bardhan notes that 
despite an impressive record of resource mobilization (through indirect 
taxation and the transfer of savings from the household sector) the bulk of 
these resources has’ been frittered away in current expenditures, leaving 
insufficient surplus to finance the ambitious plan targets in infrastructural 
investment programmes, such as transport, coal power and irrigation. 
Why ? Largely because “when diverse elements of the loose and uneasy 
coalition of the dominant proprietary classes pull in different direction, 
and when none of them is individually strong enough to dominate the 
process of resource allocation, one predictable outcome is the proliferation 
of subsidies and grants to placate all of them, with the consequent reduc- 
tion in available surplus for public capital formation" (p. 61) 

In sum the Indian economy has become an elaborate network of 
patronage and subsidies in which the hetrogeneous proprietary classes 
described above fight and bargain for their share in the spoils of the system. 
Under these circumstances, the needed level of public investment simply 
cannot be sustained, since so many resources have to be wasted on the 
spoils economy. It is precisely this “pervading atmosphere of the politics 
of patronage” that also gets reflected in the high capital-output ratio 
and low capacity utilization of the public sector, noted above as a 
characteristic feature of Indian industrial performance since the mid- 
sixties. Such “compulsions of clientelist pork barrel politics arising from 
the nature of the polity and its interrelationships with the structures of 
civil society” (p. 71) contribute to explaining then not only the nature of 
the economic slowdown that we have witnessed over the last twenty years 
but also have, as Bardhan notes ina concluing chapter, implications for 
the future of the Indian polity: whereas the nature of class balance and 
hetrogeneity may accommodate a more democratic style of politics than 
in other developing societies, economic stagnation has a tendency to 
generate in time a political legitimation crisis. As the hitherto subordinate 
classes become more assertive in their demands for slices of the cake, as 
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the hold of the proprietary classes on the apparatus of power weakens, 
new alliances emerge and new forms of conflict resolution, some much 
less palatable than others, become necessary. Noone should place too 
many bets on the ability of our democratic political system to manage 
conflicts, especially against the background of the current social ferment. 
It is on this equivocal note then that Pranab Bardhan ends his lectures. 

That the whole terrain of political economy should be straddled so 
effortlessly in a mere hundred pages is clearly something of a feat. But as 
I noted earlier it is this appealing brevity which despite the accompanying 
wit may be the source of problems. And it may be the case that a 
theoretical formalization of the development process of a country as 
complex as India should have been the product of more elaborate social 
and historical analysis. While space precludes a fuller discussion, here are 
a few points worth pondering over. 

To begin with, it is apparent that the governance of most multi- 
layered societies has entailed class coalitions of one kind or another, and 
arguably the Indian polity has always been characterized by some sort of 
arrangement between the agrarian and industrial classes, never entirely 
free from conflict, and with third and fourth elements (viz. bureaucrats or 
a ‘service bourgeoisie") having latterly to be accommodated. But why 
should this necessarily lead to stagnation? Tbe task of a theoretical 
explanation must surely be to show that, given certain conjunctures, and 
with agents acting in certain ways, no other course of events was likely or 
possible than the one being advanced. But Bardhan's explanation begs 
certain questions. 

First, he has to show that the demands made by the proprietary 
classes on the system only became serious enough to undermine it after 
the mid-sixties, when growth started decelerating. This in fact is related 
to the reasons why growth slowed down. Did this tripartite class arrange- 
ment gain in strength in the mid-sixties and thereby causally influence the 
slowdown ? If so, what in the nature of Indian society caused it to become 
important only then and not before ? 

Second, we have to be clear about the actual reasons for the 
deceleration, independent of any value they might have for socio-political 
explanation. Note that Bardhan's thesis turns on the mix of public 
investment decline and capital inefficiency, which he opts for. What if it 
were established that the failure of agricultural growth to pick up 
substantially since the mid-sixties acted as a constraint independent of all 
others, or that stagnation was the result of demand deficiency which could 
have been avoided by a combination of an expansionary macro policy and 
certain distributional changes ? How would опе fit the proprietary class 
hypothesis into this version of events ? 

Third, the hypothesis is only really interesting if it can be shown 
that stagnation was an inevitable outcome, once these arrangements were 
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set in motion. But is there a necessary link ? After all other societies (e.g. 
South Korea) have had complex class arrangements and yet had sustained 
: high levels of growth. What prevented the proprietary elements in India 
from having their share of the spoils and a certain rate of growth being 
maintained, taking into account the size of the economy and its capacity 
to take on free-riders ? 

And lastly a point which perhaps underlies the others : what after 
allis the analytical basis оп which these three classes are held to be the 
main proprietary ones ? Was their formation contingent on the socio- 
economic developments ofa particular period, or is there some more 
fundamental source of ‘structuration’, either arising from changes in the 
mode of production, or from modifications in the nature of power relations 
in society or in the nature of the state giving rise to new types of group 
formation ? If the former is the case, then the whole exercise should be 
treated as just trying to explain or rationalize what happened in a limited 
period of India’s post-Independence history and will soon be superceded 
by events. If it is the latter, we then need more of a conceptual apparatus 
than has been provided to understand how a disparate coalition of 
bourgeois, kulak and white collar interests succeeded in wresting control 
of the Indian state and in the process ruined the best laid plans for 
economic progress. 

But these after all are large ‘state-theoretic issues’ as Bardhan calls 
them, and the reader may by now be wondering whether the fractious 
doings of an unseemly menage-a-trois has all that much to do with the real 
issues that confront the Indian economy anyway. Isn’t the real question, as 
Amartya Sen, the chief discussant at the MIT Conference referred to earlier, 
argued, why growth hasn’t affected the ‘positive freedoms’ of the poor, 
rather than as to why growth (best seen as a means to an end rather than 
an end in itself) slowed down ? 

There can be few better starting points towards answering this 
question (or range of questions) than to turn to the second of the two 
books under review. Recall that in PED the analytical puzzle the author 
set himself to resolve was that of an economy with favourable precondi- 
tions caught in a low-level equilibrium trap: issues relating to distribution 
were therefore left out. In LLP this approach is indirectly defended, for 
we are told that, “policy discussion without a well-developed theory of 
the state is largely vacuous” (p. viii). Despite this caveat, however, not 
only does the ensuing discussion give usa firm methodological handle to 
apply to many current policy issues in rural credit, insurance, irrigation, 
etc., but in its combination of theoretical rigour and command of institu- 
tional detail, it succeeds in providing a wealth of insight into the variety of 
factors that could come in between even well-intentioned poverty-allevia- 
tion programmes and the benefits that actually reach the deprived. These 
and other virtues combine to make this collection of essays one of the most 
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exciting contributions to development economics to have appeared for 
some time. 

LLP is divided into three parts. Part A is entitled Agricultural 
Labor and brings together the author's research on topics such as labour 
supply, unemployment and wage determination (including two well known 
journal articles previously published in the Quarterly Journal of Economics 
and the Journal of Political Economy). Part B consists of essays dealing 
with tenancy, land lease and contracting; it brings into focus notably the 
results of an extensive village survey in West Bengal on which Bardhan 
has been collaborating with Ashok Rudra. Finally, Part C, the most heterogen- 
eous, perhaps the most challenging, third of the book comprises essays on 
different aspects of rural production relations, class formation, complexities 
in the relation between growth and poverty, and poverty and mortality. 

LLP, unlike PED, is not an easy book to read. Besides keeping in 
mind what tongue-twisters like HMUNOWN actually mean (nothing 
really more frightening than “а dummy for unowned homestead’) the 
diligent reader will, in due course, have to ponder over the complexities of 
estimating LOGIT and PROBIT relationships, brush up on his or her 
control theory, stomach an awful looking differential equation which 
describes a worker’s equilibrium under labour-tying, delve into the 
principal-agent theorems of Radner et. al. to understand the dynamics of 
tenurial insecurity and, finally, effect a rapid change in gear to appreciate 
the artificiality of the Parsonian distinction between personalism and 
universalism as well as the limitations of functionalist sociology in general 
in analyzing financial markets and credit-tying. But while happily 
discouraging the lazy afternoon browser from entering this terrain, I would 
be sorry if all this puts anyone else off, for Bardhan’s clarity and reada- 
bility more than make up for the difficulty of some of the material. And 
of course, the book is brimful of important and interesting insights. There 
will be no time to go into more than a few of them, so I will have to pick 
and choose. 

In the first part on agricultural labour, the statistical analysis throws 
up the result that, “the wage response to market labour supply seems to 
be insignificant for both men and women in agricultural labour households 
um Market agricultural supply seems to be principally determined by 
other economic, social and demographic constraints, not by the wage 
rate" (p. 28). Note here the contrast with the Bliss and Stern (1982) work 
on Palanpur: “уе should conclude... that the familiar supply and 
demand competitive model is not obviously inadequate as a déscription of 
the labour market in Palanpur. The wage rate is not rigid. There аге 
large numbers of net buyers and sellers inside Palanpur, and there are 
opportunities for buying and selling labour outside the village too" (p. 300). 
The two statements need not of course necessarily be in conflict, since 
competitive buying and selling in ап individual village context can coexist 
with a non-competitive labour market at an aggregate level. But my 
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feeling is that Bardhan's result is the more intuitively plausible one, given 
what we know in particular about the ‘extra-economic’ pressure on many 
agricultural’ labourers to seek work. Yet it is fair to say that economic 
analysis has оп the whole concentrated on the competitive model, no 
doubt influenced by marginal productivity theories of wage determination 
which are prone to regard wage flexibility as performing an equilibrating 
function in the labour market. Indeed as Bardhan later remarks, “this 
theory . . . is particularly incapable of explaining the persistence of unem- 
ployment among extremely poor farm labourers, whose appetite for 
voluntary unemployment (or leisure preference) is not likely to be great" 
(pp 59-60). ! 

It is in this context rather heartening to see someone so willing to 
back up theoretical intuition with detailed empirical testing : this dual 
approach recurs in fact throughout the subsequent essays and is used to 
explain a variety of topics. In general, this orientation to problems man- 
ages to produce illuminating results, although it is (as all interesting 
empirical work is) beset with problems. Bardhan is well aware of these and 
in fact touches on them in the Introduction: thus he bas on occasion to 
make inferences from incomplete data, sometimes relying on proxy variables 
to fill gaps, at other times the data only permit linear modelling even though 
the underlying conception is clearly non-linear. In general the ingenuity at 
work in facing up to these difficulties has to be admired. At times however 
I grew uneasy at the weight of analysis placed оп an admittedly shaky 
data base. I refer here to the chapters on tenancy where, despite his initial 
injunction that "tenancy as an institution has complex historical, sociolo- 
gical, political and legal dimensions and variations in a statistical magnitude 
like the area under tenancy cannot capture the qualitative nuances 
associated with them" (p.127). Bardhan takes us through an elaborate 
econometric analysis designed to explain, inter alia, regional variations in 
the extent of tenancy; the concluding discussion seems to me to soft-pedal 
on both the limitations of this kind of statistical analysis while dealing with 
an institution known to be complex in its occurrence and persistence, and 
on the specific pitfalls of the kind of cross-section estimation procedure 
used when the data base is of uneven reliability. 

Part C contains an important essay (ch. 14) which to my knowledge 
has not been previously published in any form. This orients itself to the 
ongoing debate as to whether agricultural growth has had any ‘trickle- 
down’ effects, or whether it has been more ‘immiserizing’ in nature. 
(Bardhan is more than entitled to have his say on the matter, having 
engaged in a famous debate. with B.S. Minhas many years ago on the 
parallel question of whether poverty in India increased over the sixties), 
„The chapter proceeds with characteristic thoroughness : we are first told 
about mechanisms at work which could worsen the lot of the poor; there 
then follows a warning about the absence of time-series data on poverty of 
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agricultural labourers, іп the absence of which any firm judgements either 
way are foolhardy. However, Bardhan is still able to demonstrate how 
other pieces of data, such as the Rural Labour Enquiry Reports and the 
results of the 32nd data on Employment and Unemployment can be 
exploited to throw light on the issues at hand. In doing so, however, he 
correctly points to the necessity of more micro-level studies to supplement 
the aggregate data available. His own work using household data at the 
state level from.West Bengal in 1977-78 suggests the highly plausible, if 
disturbing, result that “other things remaining the same, the probability of 
an agricultural labour household sliding below the poverty line seems to 
be higher if the household is located in a district where agricultural prod- 
uction has grown at a faster rate.” (p 195). This result, though suggestive, 
is not pushed too far, given its own excessive level of aggregation. 


The questions it raises about the nature of the growth processes 
involved are worth pursing however, and going back a little I feel that 
Bardhan’s judgement early on in PED that the real analytical puzzle was not 
why the poor did not get a better deal (rather it was the blocked growth 
process) looks increasingly hasty in retrospect. For as Chapter 15—a 
revised version of an oft-quoted EPW paper (On life and death ques- 
tions)—bears out, there is quite a lot that is puzzling about the observed 
variations in the life chances of the poor in different regions of the count- 
ries. Thus Kerala, which on calorie intake figures (albeit taken with the 
usual pinch of salt) shows the highest level of poverty in India, has extra- 
ordinarily good figures on child mortality and life expectancy. Correspond- 
ingly Rajasthan and Gujarat, with lower than average poverty ratios, have 
appallingly bad records on child mortality. What can explain this apparent 
paradox and related ones ? This essay provides a beginning, but the final 
answer looks likely to be very complex, far more so in fact than any cynic 
who would reduce it simply to a political have-have-nots question could 
ever imagine. 


In sum, as I have tried to show, there is enough in this book to keep 
anyone seriously interested in development economics (defined in this con- 
text !) include almost anything interesting happening in this field of deve- 
lopment to busily engaged for quite some time. I suggested at the beginning 
that it should be read along with PED if only to highlight the fact that the 
problems LLP deals with are no less important, interesting or challenging 
than those which PED tackles, and which for some reason have attracted 
far more attention in the Indian context. I suspect this may be because 
economists feel that they сап make a useful contribution only once а 
problem which has theoretical interest as well as socio-political consequ- 
ence ís defined in a clear-cut fashion. I conclude then by suggesting that an 
important product of Bardhan's work may be to demonstrate to us that 
the real challenge and call on our skills is to start defining afresh what 
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actually should be the object of our concerns. 


GOPALAKRISHNA KUMAR 
Balliol College, 
Oxford 


1. That this continues to bean issue generating heated debate can be seen, 
firstly, in the wide range of positions taken at the MIT Conference discussing 
the Political Economy of Slow Industrial Growth in India where a first draft 
of Bardhan's book was discussed (cf Varshney, 1984) and perhaps more 
significantly, in the reaction at home to some of the participants! views ; see 
in this context the note by Raj (1984) pouring ccld water on many of the 

. ideas discussed at the meeting, and Bardhan's (1984) rejoinder. 

2. For reviews see for instance Nayyar (1978), Ahluwalia (1984) and Patnaik 

(1984). 
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Editorial Note 


THE COLONIAL PERIOD saw the systematic entrapping of the country's 
с economy in the vortex of international commodity production. This 
Y renilted in significant changes in institutions, as well as in the structure of 
_ production, changes that were necessarily interlinked. Тһе nature of this 

interlinkage emerges clearly from the two apparently dissimilar papers 
7 published in the current, number of Social Scientist which is devoted to a 

study of certain socio-economic aspects of the colonial impact. 

The fact that the colonial period was marked by the entry into the 
country's production-structure of a whole range of new and hitherto 
unknown products is well-known ; it is equally well-known that together 
with this there was also the elimination from the production-structure of 
other products which had been important until then. What is less well- 
known, however, is perhaps the fact that there were considerable regional 
shifts in the production of many old products, so that the pattern of pro- 
duction in particular regions of the country that we observe today, is 

.really of recent origin. Not many шау be aware that the eastern region, 
‘pwhich hardly counts as a producer of raw cotton in today’s India, was, 

not very long ago, a notable producer of this very commodity which 

provided the raw material for the flourishing textile industry of the 
region. 

The decline of this region as a producer of cotton textiles and of raw 
cotton is documented in the article by Bhubanes Misra. The question 
which arises here is why the eastern region, despite the fact that the first 
cotton mill was started within it, did, not fully utilise such possibilities of 
import substitution as were available to it, The hypothesis advanced by 
the author is that the British managing agents, who dominated the econo- 
my of eastern India and engaged in the cotton-mill industry, faced a'con- 
flict between their interests as importers and their interests as manufac- 
turers ; they also found attractive investment opportunities opening up for 

_them in other fields such as tea, jute and coal. Under these circumstances 
vthey preferred to restrict their investment in colton textiles, which had to 
face competition not only from Lancashire, but also from Western India. 

In short, the very fluidity of capital, which the institution of managing 

agency ensured, worked perhaps to the detriment of the cotton mill 

industry of eastern India. 


2 SOCÍAL SCIENTIST 


М. Atchi Reddy's study of tenancy in Nellore district throws interest- 
ing light on the evolution of tenancy as an institution in the colonial 
period. The crucial concept used by him is “private agricultural surplus”, 
which is the difference between the output left over after payments to the 
State and its agents, and the necessary costs of production. Іп the pre- 
British period in Nellore which was ruled by tbe Nawabs of Carnatic, the 
private agricultural surplus per worker, which is the relevant thing to look 
at since land was not scarce, was very small, and hence left little scope 
for private tenancy arrangements. With British rule, a degree of devolu- 
tion of surplus into private hands took place, which allowed the growth of 
private tenancy, mainly of the share-cropping variety but with the land- 
lords providing the capital for cultivation. It was only after the cons-4 
truction of the Pennar dam around 1850 that irrigation expanded, multi- 
ple-cropping and commercial crops became widespread, land became а 
scarce commodity and tenancy on fixed rents and long leases became | 
important. This form of; tenancy however, began to decline after 1930; 
in recent years, “concealed tenancy" with share-cropping arrangements 
has acquired greater prevalence. The author's conclusion that the extent 
of tenancy is grossly under-estimated in the 1970-71 and 1980-81 agricul- 
tural censuses is particularly noteworthy in the context of the debates 
which have been taking place on the subject. 

Rama Debroy’s note on economic drain from India is of interest, 
among other things, for systematically unearthing the views ofa large 
number of writers on this question (including even Bankim Chandra and 
Tagore), some of whom have received scant attention in the usual discus- 
sions of the subject. F 
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зі BHUBANES MISRA» 


The Cotton Mill Industry of Eastern India in the 
Late Nineteenth Century : Constraints on Foreign 
Investment and Expansion 


YX 


-` IN ORDER to ünderstand the factors governing foreign investment іп the 


cotton industry of eastern India іп the mid-nineteenth century it is necessary 
to say something about the state of the hand-spinning and handloom weaving 
industry in eastern India during this period. It has been documented in 
numerous official monographs and secondary works that the hand spinning 
industry in most parts of India was practically decimated by the advent of 
machine-made yarn from Britain. The handloom exports from India 
also practically vanished in the 1820s and 1830s, and British millmade 
cloth made increasing inroads into the Indian market. However, due 
to availability of cheap machine-made yarn some of the handloom pro- 
ducers survived. It is not necessary for our discussion to enter into the 
question of whether handloom output increased or decreased in the 


~ aggregate. One point that needs to be emphasized is that the demand 


for machine-made yarn was generated largely by the surviving handloom 
industry. As India was alsoa source of raw cotton, in spite of the 
free trade policy practised by the British Government, British and Indian 
businessmen recognized the potential for profitable import substitution in 
the area of machine-made cloth. As in the case of imported machine-made 
cloth, of course, the home-produced mill-made cloth also competed with 
handloom products. i 

` Thus, there were four potential sources of demand for Indian 
mill cloth or yarn in India : (1) import substitution in the case of 
mill-made cloth, (2) displacement ‘of handloom cloth, (3) import 
„substitution of mill-made yarn, and (4) displacement of hand-spun yarn. 
However, by the late nineteenth century the fourth factor had dwindled 
greatly and new cotton mills, whether under European or Indian control, 


p) had to depend оп the three “other sources of demand for their 


products. 
It is well known that because of various factors, including the. avail- 
ability of raw cotton nearby, western India took the lead in construction 








*Indian Institute of Management, Calcutta, 
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of cotton mills, whether exclusively for spinning yarn or for producing the Y 
finished cloth as well. However, in Bengal, an early beginning was made l 
with the establishment of a cotton mill at Bowreah near Calcutta under the 
auspices of Fergusson and Company, a leading firm of English traders in 
Calcutta in 18177. Expending nearly £ 200,000, (for 20,000 spindles and 
100 looms) the Bowreah Cotton Mill Co. with non-Indian technical staff 
and using Indian raw cotton could spin yarn ranging between 20's and 50's 
counts. Commercial failure led the proprietors to sell the mill for only 
£ 60,000 to Henry Gouger with a firm conviction that “there never will be 
another manufacturing for spinning of cotton yarns" in India?. The mill 
ceased working in the 1840's. In theearly years of the 1830's another 
Englishman named Patrick, supported by the authorities and Lord William Y 
Bentinck, established а second cotton mill under the banner, Fort Gloster 
Cotton mill, near Calcutta*. Sceptical businessmen іп England and India 
felt that “1 [was] doubtful whether they (cotton mills in India) [would] be 
able to compete with cotton mills in England"? 

But these beginnings were followed up only rather feebly in eastern 
India. The control of manufacturing industry by the Europeans was much 
stronger in eastern India than іп Bombay and Ahmedabad.* Since most 
ofthe big British managing agency houses had close relations with the 
export trade in British cotton goods, they were perhaps more influenced by 
the fear of damage that could be done to British trade in India through 
the growth of an Indian cotton mill industry than the big managing agency 
houses in western India. In the establishment of the cotton mill industry 
in India there was a regional difference between south, east and west. 
Madras had a larger handloom industry and possibly larger demand for. ' 
coarse yarn, where import substitution was easier. In relation to western 
India, spinning mills in eastern India suffered from the disadvantage of 
more expensive raw cotton and a later start (in spite of the foundation of 
Bowreah in the late 1810s). i 

Thus, while hand spinning was virtually extinguished and handloom 
weaving managed to survive in a scattered manner and in a percarious 
condition (sustained by consumers’ preferences and employment of family 
labour), the abundant supply of raw material (cotton) and existence of a 
vast home market naturally gave rise to the idea of establishing an import- 
substituting cotton mill industry in India employing the mechanical 
appliances of Britain. Excluding indigo factories and the Bowreah cotton 
and Fort Gloster cotton mills, before 1850 there was an almost entire lack 
of factory industry in India. The industries that first attracted the attention 
of the English capitalist class were cotton and jute in eastern India during .- 
the 50s of the past century. ; y 


Politica] and Fiscal Factors 


The cotton textile industry of India had to face a great deal of hosti- 
lity from Lancashire industrialists who succeeded in securing government 
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intervention in their favour. The Government of India conceded their 
demand for abolition of import duties on cotton goods in 1882 and for 
imposition of countervailing excise duties on Indian mill production when 
the import duties on cotton goods were reimposed іп 1894." . Their demand 
“was made in the name of free trade although it should have been quite 
clear that the import duties on cotton goods could not have any protective 
significance at the rate they were imposed, given the very small proportion 
of Indian products which would have offered any competition to 
. Lancashire products in the Indian market. The product composition 
. of the Indian cotton mill-indnstry shows that there was hardly апу 
competition between Indian and Lancashire mills in the spinning of yarn 
below 24s counts.? 

Generally speaking, Indian manufacturers used such imported British 
machinery as could only spin and weave yarn up to 30s counts. Since the 
proportion of wage cost and cost of raw cotton was higher in the case of 
coarse yarn, Indian mills had a greater advantage in spinning such yarn in 
relation to Lancashire manufacturers, and found it easier to produce coarse 
yarn for handlooms than to search for new markets for finer yarn. All 
established channels of trade both in the U.K. and in India weré geared to 
Manchester goods and the entrenched trading groups had an innate dis- 
trust of their ability to push India-made cotton products in the market. 
Lancashire’s success in overseas markets rested upon a well-knit system for 
marketing of Manchester goods which was, according to а contemporary 
American authority, quite unmatched by any commercial organization.? 
The cotton mills of Lancashire with their first-mover advantages and with 
their strong ties with British imperial power were able for a long time to 
hold on to their markets in the colonies. So, the so called Indian compe- 
tition and the tariff debate were devices to suppress a potential, rather 
than an actual, rival in the cotton industry. The lack of a policy 
of tariff protection on behalf of the Government: of British India made the 
Indian cotton manufacturers unsure about their future. Indian cotton | 
mills failed to effect even an absolute substitution of their products for 
` imported U.K. fabrics. The concessions obtained by the Manchester group 
did have an adverse effect on investment and diversification of production 
in the cotton textile industry in India, irrespective of whether the mills were 
' owned by Indians or by British industrialists. 


Investment and Production in Eastern India 


Although the first Indian cotton mill was floated in eastern India in 
1817, the turning point in tbe growth of the Indian cotton industry 
occurred in western India : the first cotton mill in Bombay was established 
іп 1854.21 The export of raw cotton from the U.S.A. to ће U.K. cotton 
mills was cut off by the American Civil War (1861-64), increasing the 
demand for Indian raw cotton greatly. Indian cotton merchants made 
fabulous profits from the raw cotton trade and neglected the cotton mills. 
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With the cessation of the cotton boom, thecotton mills in India were 
overtaken by a financial crisis and stability was restored by 1872. The 
accumulation of capital during the boom period of the 1860s and a per- 
ceived demand for Indian coarse yarn both in local (for handloom) and 
foreign markets (especially in China ánd Japan), led to a rapid progress ' 
of the industry between 1869 and 1892. In 1880-81 out of 62 mills work- 
ing in the country, 42 were in Bombay, 7 in Bengal, 4 in Ahmedabad, 3 in 
Madras, 2 each in Kanpur and Central Provinces and 1 each in Indore and 
Hyderabad.” Before starting any discussion about the cotton mills i in 
eastern India we have to take note of several important points : . 

(а) The dominant and more intensive regional supremacy of the 
British Crown in eastern India made the British rupee capitalist: 
groups aspire for the establishment and control of all industries 
including cotton mills іп this region, whereas the cotton mills 
of western India (Bombay and Ahmedabad) were financed 
predominantly by Indian merchants. Тһе British rupee capital 
of eastern India did not somehow venture into cotton mills in, 
western India, the main supply source of Indian raw cotton. 

(b) The cotton mills of eastern India had to compete at the same 
time with Bombay and the Lancashire group. The survival of 
the cotton mills of Bengal against such tough competitors over 
the period under study suggests that the regional comparative 
advantage lay mainly in the existence of a large local market. 

(c) British merchants and industrialists, who almost entirely con- 
trolled and dominated over industrial, financial and trading 
activities in the eastern region, invested sparingly in the cotton 
mills and paid hardly any attention to the production of fabrics 
to meet the demand in the local market, the biggest market for 
Lancashire piece-goods in India. Hence, the suspicion regarding 
a mutual understanding between Lancashire and the British 
businessmen in India and between the British and Indian cotton 
manufacturers of eastern and western India respectively cannot 
be ignored. 

The expansion of Indian cotton mills between the late 1850s and 
1870s indicates that by using home-grown cotton, they could successfully 
compete with Lancashire in the production of coarse yarn and cloth up to 
206 counts for domestic use and for sale in the Far and Near East. This 
pattern or style of production remained almost unaltered during the period 
under study. Though the growth was irregular until about 1900, cotton 
mills in India grew much faster in the 1880s than in the 1890s.  However,. 
the number of cotton mills in Bengal remained stagnant at 7 between 1880 
and 1890. The number of cotton mills under joint-stock companies which 
was 10 in Bengal in 1905 went up to 19 in 1910.15 But according to another 
government source this number was 14 during 1910-1128 This bunching 
of the increase in the number of mills between 1905 and 1910 suggests 
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Table 1 


Number of cotton mills in the several provinces and 
| centres of British India 


ы. 


, United Ceniral 
Year Bombay Ahmedabad Bengal Madras Provinces Provinces Punjab 


eee 


1898-99 126 N.A. 10 11 6 6 4 
1899-1900 136 М.А. 10 И 6 6 5 
1900-01 138 30 10 ll 6 7 5 
1901-02 137 30 10 12 8 7 5 
1902-03, 140: 32 10 .12 9 7 6 
` 1903-04 140 32 10 12 9 7 8 
1904-05 141 33 10 П 9 4 8 
. 1905-06 142 35 13 11 9 7 8 
1906-07 152 42 13 11 10 7 8 
1907-08 155 50 13 11 M 7 8 
1908-09 159 > 52 12 11 12 6 7 
1909-10 162 53 13 12 13° 7 7 


Source ; Financial and Commercial Statistics of British India (FCSBI), from 1894 
to 1896 ; and Statistics of British India (SBI), from 1907 to 1911. The 
source does not mention whether Bombay represents Bombay Presidency 
or Bombay City and Island. М.А. indicates not available. 


that apart from other factors, the Swadeshi movement (1905-08) also may 
have encouraged the establishment of new cotton mills in Bengal. 

Between 1885 and 1895 the growth of the Indian cotton mill industry 
became specially prominent. With the introduction of improved machinery 
such as ring-spinning and revolving top flat cards, finer yarns and cloth of 
greater variety were produced in larger amounts and the trade was fairly 
brisk during this period." But the cotton mills of Bengal failed to expand 
at the same rate as in Bombay and Ahmedabad. Between 1880 and 
1910 rupee capital investment in the cotton mills of British India increased 
by Rs. 144,559,000 or by more than three anda half times, while in 
Bengal it increased by Rs. 385,000 only (on a base of Rs. 5.5 million in 
.1880-81). 2 Е . 

In spite of having а probable comparative advantage due to cheap 
labour and a rapidly expanding local market, the stagnation of the British 
cotton mills seems to support our argument that there were ties between 
` British businessmen in eastern India and those in Britain, which prevented 
ап adequate growth of the cotton industry in eastern India. The dyna- 
Da of indigenous capital was confined to the cotton mills of western 

ndia. f 
. In the cotton mills of Bombay and Ahmedabad a larger amount of 
rupee capital was invested by the Indian merchants than in any industry 


8 SOCIAL SCIENTIST 


financed and controlled by the British iadustrialists in India. In easterri 
India the share of rupee capital investment in the cotton mill industry was 
even smaller than in other industries such as tea, jute and coal, almost 
entirely monopolized by the British private investors. From the figure of 
*nominal' capital nothing can be said about the amount actually invested 
in a particular cotton mill or industry asa whole in Bengal between 1880 
and 1900, as is shown іп Table 2. The paucity of data makes it difficult 
to make a comparative study of investment in cotton and other industries 
in eastern India or inthe cotton mills of eastern and western India. 
However, the data on paid-up capital of capital invested available from 
1902 show that in 1910-11 out of a total of Rs. 12.4 million invested in the 
cotton mills of Bengal, 14 rupee joint-stock cotton mills shared Rs. 9.4, 
million and the rest was accounted for by one sterling cotton mill.!? 
According to another official source, ofthe total of 19 joint-stock rupee 


Table 2 


Number of cotton mills and their capital in 
Bengal and British India, 1880-1910 
(capital in ”000 rupees) 


British India Bengal 
Year Number of Number of 
mills Capital mills Capital 
1880-81 55 Rs. 54,000 7 Rs. 5,525 
+ £ 80 
1884-85 78 Rs. 77,317 N.A. N.A. 
+ £ 330 
1890-91 115 Rs. 100,000 7 Rs. 9,275 
+ £ 370 
1894-95 131 Ев. 111,628 8 Rs. 9,275 
+ £ 370 
1900-01 177 Rs. 146,276 10 Rs. 15,475 
+ £ 669 
1904-05 187 Rs. 151,679 10 Rs. 8,275 
+ £ 650 + ғ 287 
1910-11 226 Rs. 198,559 14 Rs. 9,380 
' + £ 200 + £200 


Source : FCSBI, from 1895 to 1906, and SBI, from 1907 to 1911; and R.S. Rungta: 
Rise of Business Corporations in India, 1850-1900, Cambridge, 1970. 

Note : The SBI did not categorically mention whether the capital invested іп 
British Indian cotton mills is ‘nominal’ or ‘paid-up’ but wrote ‘capital as 
far as ‘nominal’ upto 1900-01, and there after it was recorded as ‘paid-up’ 
capital. Rungta does not mention whether the capital amount (given in 
his book) is ‘nominal’ or .paid-up’, from where I have taken the figure for 
the years 1880-81 and 1890-91 only. 
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cotton mills іа Bengal іп 1910-11, 16 mills invested Rs 9 million. But 
the source did not mention the paid-up capital of sterling cotton mills.!? 
Thus, two different figures on paid-up capital from two official sources for 
the same period make the problem of mea:urement of investment more 
complicated; there is no way of telling which is the more reliable 
estimate. i 

Table 3 shows that between 1902 and 191®Wwhile the value of invest- 
ment in jute and coal industries increased by Rs. 32.5 and 38.5 million 
respectively, in the cotton mills it increased by only Rs 0.4 million. 
The all-India figure of investment in the cotton mill industry shows that 
between 1900 and 1910 there occurred an increase of Rs. 52.3 million 
(Table 2). Both the absolute value of the paid-up rupee capital of the 
Bengal cotton mills and their share in the rupee paid-up capital of 
companies in eastern India declined between 1902-03 and 1908-09 and 
reached their lowest level іп 1905-06 when the boycott of imported British 
cotton goods was gaining momentum. 


Table 3 
Paid-up capital of joint-stock companics in 
cotton and other industries of eastern 
India, 1902-03 to 1909-10 
(in 000 Rs) 


Total Rupee  Percen- | Paid-up . Paid-up Раій-ир 
paid-up paid-up tage of capital capital capital 
capital capital (2) to of tea af jute of coal 
of rupee in cotton (I) companies companies companies 
companies— mills in 0 

` in eastern Bengal 
India 





1902-03 158,096 8,725 55 34,853 34208 20,505 
1903-04 161,056 8,475 53 34,691 35451 21,919 
1904-05 166,210 8275 50 34223 39426 23277 
1905-06 173,579 7,975 46 33,863 44246 22673 
1906-07 180,165 8,436 47 34,300 47480 24,843 
1907-08 208,76 : 8475 40 34,778 55,785 31,599 
1908-09 238,932 8312 35 33,713 59,548 . 52,892 


1909-10 258,910 9,43 . 3.5 35,203 66,757 59,259 


—————————————————————————M——— 
Source : The table is prepared on the basis of data published by FCSBI, from 1902 


{о 1906 ; and SB/, from 1907 to 1911. 
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Asis evident from Tables 1,2 and 3, over the period 1902-10 and 
especially during the phase of the Swadeshi movement, 1905-08, the rate of 
growth of cotton mills in Bombay and Ahmedabad was much higher than in 
Bengal. The cotton mills of Bengal failed to reap the harvest of the 
Swadeshi movement (ie.,by investing more capital in the cotton mills), 
which Bombay and Ahmedabad did under Indian entrepreneurship. It is 
very likely that British cotton mill owners in Bengal identified themselves 
so much with imperial interests that they.failed to take advantage of the 
Swadeshi movement and establish new cotton mills in Bengal. 


The Supply of Raw Cotton 

Before entering into a discussion on the production of cotton goods 
by the mills of Bengal it is necessary to say something about the supply of ` 
raw cotton to the mills. Тһе conditions of supply of raw material greatly 
influenced the nature of expansion or growth pattern of such agro-based 
industries as tea, jute, cotton, etc. Raw cotton in eastern India was obtained 
from three sources—from local sources, from western India and imports 
from abroad. But there are difficulties in assessing accurately the net 
supply of raw cotton for mill consumption in eastern India. 

During the period under study no thorough and systematic data are 
available in the above mentioned three sources. Even the amount of raw 
cotton annually imported into and exported from eastern India by rail and 
river is not available up to 1890. We can perhaps use coastal trade data to 
supplement other informalion. However, costwise imports and exports 
showed a marked difference for the period 1903-04 to 1905-06. 

' Because of the lack of both official and non-official information up to 
1891-92 itis not possible to present a systematic account on area and 
yield of raw cotton in the eastern region before that year. Complete 
returns of eastern India (Bengal, Bihar and Assam) began to be published 
officially from 1892-93, but up to 1907-08 big gaps remained in respect of 
the permanently settled districts of Sylhet, Cachar, Goalpara and the hill 
tracts of Assam.? According to estimates presented by Amalendu Guha 
the cotton acreage per year in eastern India had increased from 159 thou- 
sand acres in 1848 to 222 thousand acres during the period 1867-71, but 
fell to 176 thousand acres between 1897-98 and 1900-01. The official 
source, Returns'of Agricultural Statistics of British India deals witb all the 
cotton producing provinces except Bengal and according to this source the 
average cotton acreage in Assam between 1884-85 and 1889-89 was about 
1,312 acres only.? From Agricultural Statistics itis evident that while іп 


British India the acreage and outturn increased steadily, in eastern India it 
declined greatly between 1892 and 1907. 


The available ASI data for Assam shows the acreage under raw 
cotton cultivation to have been on an average 3,000 and 10,000 acres for 
the periods 1892-93 to 1903-04 and 1901-05 to 1909-10 respectively. These 
data refer only to the plain tracts of Assam neglecting Lusai hills, the 
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present Nagaland and Arunachal. They did not properly cover even the 
permanently settled plain tracts of Assam. We have, therefore, rejected 
the ASIfigure and accepted its estimates of above 42 thousand on an 
average for the period 1903-04 to 1906-07 as more reliable. Another 
official source, namely, Zhe Statistical Tables for British India, 1889 
corroborates our estimate, since it gives the average acreage under cotton 
cultivation in Assam as 40 thousand acres between 1883-84 and 1886-87, 


Table 4 


Acreage and production of raw cotton in 
eastern India, 1892-1907 





di (figures in ' 000) 
Acreage Production (Ibs) 
Annual ave- British Eastern Percentage British Eastern Percentage 
rage for India India of (2) India India of (5) 
: period to (1) to (4) 





(1) (2) (3) (4) 05) (6) 
1892/93-96/97 14,588 201 1.49 956,827 23,256 2.43 
1897/98-01/02 13,773 149 1.09 974,115 16,896 1.73 
1902/03-06/07 19,588 123 0.03 1,495,602 13,549 0.91 





Source : The table has been constructed оп the basis of data by published Agricul- 
r^ tural Statistics of India (ASI), from 1901-02 to 1906-07 and supplementary 
figures on ‘Estimated Area and Yield’ of ASI from 1901-02 to 1906-07. 
Production figures are given in bales of 400 Ibs each and multiplying the 
total number of bales by 400 we get the production in Ibs. 


j 


From Table 4 it can be seen that while in British India the acreage 
and outturn of cotton increased from 13.4 million acres and 909 million 
Ibs respectively іп 1892.93 to 22.3 million acres and 1,963 million lbs of 
raw cotton respectively in. 1906-07, in eastern India it declined from 0.23 
million acres and 29.4 million lbs to 0.13 million acres and 12.0 million 
lbs of raw cotton respectively, during this period. Тһе share of eastern 
India in acreage and production declined from 1.71 per cent and 3.2 per 
cent to 0.59 per cent and 0.61 per cent respectively between 1892-93 and 
1906-07. The output ofthe crop went down а little more sharply than 

2 its acreage. Hence the productivity per acre also declined from 128 lbs 
in 1892-95 to 91 Ibs only іп 1906-07, i.e., per acre productivity had fallen 
by 30 per cent during this period. The meagre local outturn was not 
enough to feed the mills of Bengal. The supply of local raw cotton for 
the Bengal cotton mills was supplemented by cotton imported from western 
India by sea, land and river, 
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Table 5 
Net ayailability of raw cotton for 
Bengal cotton mills, 1880-1910 
(anuual average) 


1880 1885 1890-91 1895-96 1900-01 1905-06 
to to to to to to 
1884 1889 1894-95 1899-1900 1904-05 1909-10 








Imports . 5 

Foreign 66 251 13709 ' 3,764 1,900 2,016 
Coastwise 156,066 170,683 234,578 160,343 72,609 167,736 
Railand М.А. N.A. 490,102 700,902 709,178 797,920 
River _ 

Exports 

Foreign Nil Nil Nil Nil Nil Nil ^ 
Coastwise 25,061 29,095 21,538 28,337 37,348 66,304 
Rail and N.A. N.A. 102,206 120,070 127,442 151,927 
River . й 

Net Balance 

of imports 

Foreign 131,071 141,836 213,177 135,770 37,161 103,448 
aiid — ; 

coastwise 

Rail and 303,638/% 364, 269(°) 387, 296 580,832 581,736 638,938 
River a e КЕ ЕРЕК Peat ns 
Grand 434,709. 506,105 600,473 716,602 618,897 742,441 
Total 


а-ә 


Source : The table has been constructed оп the basis of data published by Annual 


Note 


Statement of the Trade and Navigation of British India with Foreign Coun- 
tries etc., from 1880 to 1911, vols. 1 and 2 ; Accounts of the Trade Carried 
by Rail and River in India, from 1895 to 1911 ; Statistical Table Relating 
to Indian Cotton : Indian Spinning and Weaving Mills, Their Production 
and its Distribution, Bombay, 1880, FCSBI, from 1895 to 1906 ; and SBI, 
1907 to 1911. 


:(a) indicates 3 years average; (b) shows 4 years average only, and 


(c) stands for amount estimated on the basis of 1.56 cwt, of raw cotton 
consumption per spindle. According to Report on the Rail Borne Traffic 
of Bengal (which deals only with rail borne trade) net imports of raw 
cotton by rail into Bengal was 699, 163 cwt. on an average for the period 
1883-84 to 1887-88, but ав river borne trade is not available for 1880 to 
1890, we do not accept it as correct, 


n 


794 


. 
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Owing to the absence of reliable data, we do not exactly know the 
amount of raw cotton consumed by the cotton mills of Bengal during the 
period 1880 to 1890. On the basis of consumption in subsequent years we 
can make a rough estimate of average mill consumption of raw cotton for 


‘this period. For this estimate, we have the official information that except 


for the introduction of ring spindles in the 1880's, the technology in the 
cotton mills did not change significantly till the First World War. There- 
fore, labour employed per spindle can be taken as an index of capacity 
utilisation. The labour-spindle ratio which was 0.03 during 1880-90 
remained the same between 1902 and 1910.25 The extensive use of ring 
spindles increased per spindle consumption from the late 1890’s by an 
unknown amount. Raw cotton-spindle ratio was 1.67 cut. between 
1902-03 and 1909-10.25 On the basis of labour-spindle ratio and raw 
cotton-spindle ratio for the period 1902 to 1910 we estimate the cotton 
consumption in the mills for the period 1880-90. However, to avoid over 
estimation of consumption because of the smaller proportion of ring 
spindles in the earlier period, we assume that the consumption of raw 
cotton per spindle was not above 1.56 cwt. during 1580 to 1890. In 
calculating the net availability of raw cotton we have taken imports of 
foreign raw cotton by sea, coastwise imports and imports by rail and 
river (including local production) into Bengal on oneside and deducted 
exports coastwise and by rail and river from Bengal to other parts of 
eastern India especially to Assam. 

Figures of coastwise trade (imports and exports) in raw cotton are 
not given under foreign merchandise, but are given under the heading of 
‘Indian merchandise in’. So, we have taken it as Indian cotton produced 
by and exported from western to eastern India. Accounts of trade (imports 
and exports) carried by rail and river do not mention separately the 
amount of foreign ‘and Indian raw cotton. Raw cotton imported into 
India was mostly consumed by the mills of Bombay Presidency as they 
could spin higher counts of yarn. Ifthe mills of Bengal required foreign 
raw cotton they would import it by sea as it would cost less to do so than 
to carry it overland by rail. Further, we have included local production 
under rail and river trade; if we deduct this amount from rail and river 
trade, the balance is raw cotton exported from centraland western parts to 
eastern India. К 

According to one source the approximate quantity of cotton annually 
consumed by the mills: of Bengal was 160,061 cwt. during the years from 
1810 to 1884 and 266,039 cwt. during 1885-1889." This is consistent with 
the amount cited Бу Schofield who figured that the cotton mills of Bengal 
consumed 247,000 cwt. of raw cotton during 1882 83 and 1886.87. But 
the net availability of raw cotton (Table 5) from 189] shows a marked 
divergence from the figures for 1880 to 1889. Ifthe figures of raw cotton 
consumption given in these two sources for the , period 1880 to 1889 are 
correct, the enormous increase in the net availabilty of raw cotton for mill 
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consumption during the later years indicates that the number of spindles 
and looms had increased with the same speed. But this did not occur, so 
these figures for the period 1880 to 1889 cannot be accepted as correct. 
Rather, our estimated figures on the basis of 1.56 cwt. of raw cotton 
consumption per spindle during the period 1880 to 1889 shows а logical 
consistency with the figures for the subsequent period. So, we regard the 
earlier quoied figures for 1880-87 as underestimates. 

The steady increase in the net availability of raw cotton for con- 
sumption by the mills of Bengal indicates that the local market for twist 
and yarn used mainly by the handloom sector in eastern India was quite 
dynamic. 


Manufacture of cotton goods 


The cotton mills of Bengal were basically oriented towards spinning 
and engaged mainly in the production of coarse yarn for use by the 
handlooms in eastern India. Even at the end of the period under study, the 
number of looms installed in the Bengal cotton mills was only a little above 
one thousand and the spindle-loom ratio clearly indicates that only a very 
small fraction of the total yarn. production was being used by the weaving ` 
section. 

From official sources it appears that the cotton mills of Bengal were 
exclusively spinning units upto 1895,9 though another source mentions 
that out of a total of 6 cotton mills one had 126 active looms in the year 
1880,9 Опе сойоп millat Mahesh in the district of Hooghly with 200 
looms first started weaving in 1896?! and another mill at Shyamnagar in 
the district of 24 Parganas introduced only 9 looms in 1901-02.? The ., 





Table 6 
Spinning-oriented cotton mills in Bengal 
1880-1910 
Annual average Number of Number of Spindle-loom 
for period spindles looms ratio 
ee а-ы а, a a aaao 

1880-84 194,640 59 3,299 
1885-89 233,506 8 28,189 ` 
1891/92-95/96 319,069 0 
1896/97- 1900/01 400,649 202 1,983 
1901/02-1905/06 431,853 215 2,009 
1906/07-1910/11 417,496 1,006 415 


ee ea a EES See 

Source : The table has been computed on the basis of data published by FCSBI, 
from 1895 to 1906; SBI, from 1907 to 1911; and Statistical Table Relating 
to Indian Cotton : Indian Spinning and Weaving Mills, Their Production and 
Distribution, 1889. 
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total number of looms in the cotton mills of Bengal increased from 218 in 
1905-06 to 1,575 in 1910-11,33 
Of the total amount of yarn produced by the [ndian cotton mills, 
Bombay used to spin about 73 per cent, Bengal about 8.5 per cent, Madras 
and N.W. Provinces about 6 per cent each and Central Provinces about 4.5 
per cent during the period 1894-95 to 1906-07. Over the period India 
imported all types апа different numbers of counts of foreign yarn ranging 
from 1s to above 50s, of which Bengal had а ѕһаге upto 35.04 per cent 
between 1894 and 1910 (Tables 11 and 13). In spite of the fact that lower 
counts of yarn had become more costly to spin in England, to retain her 
hold on the market she exported coarse yarn regularly to India. Of the 
- totalforeign yarn imported into Bengal between 1894 and 1910, coarse 
yarn of 1ѕ іо 25s counts constituted roughly 3 percent and yarn of 
' 31s to 40s counts about 80 per cent (Table 12A). 
In Bengal (Punjab and U.P.also) the mills spun only a negligible 
amount of yarn above 20s counts and yarn of counts 20s and below 
. accounted for 99 per cent of their output (Table 7). As the Indian 
handloom industry catering to mass consumption used yarn of 20s counts 
and below the cotton mills of India including Bengal spun most of their 
produce in this category. Itis interesting to note that Bengal's share 
in the total amount of yarn spun in India declined from about 10 per cent 
during 1895-99 to about 8 per cent during 1900-06 (Table 8). This is due 
to the fact that the number of spindles (and looms) increased much faster 


Table 7 
Production of different numbers of counts 
of yarn in the cotton mills of Bengal 
' 1896-1910 
(in *000 Ibs) 





IE NES DNE a SURE ER 
Annual average Counts Counts Counts Counts Counts Tota] 


for period Isto — listo 2Isto 3lsto above 
10s 20s . 30s 40s 40s 
1896/97-1900/01 14,621 21,623 983 35 20 37,282 
(392) (580) (2.6) (0.1) (0.05) 
1901/02-1905/06 20,016 23,181 2,360 112 8 45,677 


(43.8) (50.7) ( 5.2) (0.3) (0.02) 
1906/07-1910/11 10,342 25,046 4,296 217 121 40,022 


(25.8) (62.5) (10.7) (0.5) (0.3) 
— шы —————————— (AES: 
Source : The table has been constructed on the basis of data provided by FCSBI, 
from 1895 to 1906 ; and SBI, 1907 to 1911. 
Figures within brackets indicate percentage to the total, 
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in Bombay and Ahmedabad than in Bengal. A large increase in the number 
of looms in the Bengal cotton mills during the later half of the 1910s was 
accompanied by a reduction in the absolute number of spindles. 

Yarn of iis to 20s counts constituted about 57 per cent of the total 
yarn produced by the mills of Bengal as well as India (Table 7). The 
decrease in the spinning of the coarsest counts of yarn of Is to 10s and a 
sharp increase in the production of 2is to 30s countsin Bengal over the 
period (except during the first five years of the next century) indicate that 
Indian handlooms were changing their pattern of consumption from 
coarser to less coarse yarn. To make a study of the pattern of produc- 
tion it would be better if we have a detailed break-down of different 
numbers of counts of yarn produced by the cotton mills of India as in the 
case of imported foreign yarn. For the latter we have a classification into 
8 different groups of counts ranging 15 to 10s, 115 to 15s, 16s to 20s, 218 to 
25s, 26s to 305, 31s to 405, 415 to 50s and above 50s. The sharp decline 
in the import of foreign yarn of 21s to 30s counts especially 26s to 30s 
counts (Tables 12A and 12B) between 1895 and 1918 strongly supports our 
hypothesis that Indian cotton mills were gradually shifting towards the 
production of less coarse yarn for the Indian handloom industry, the main 
consumer of yarn. 

The difficulty in giving a complete time series of output of cotton 
goods and yarn is that available official sources do not provide any figures 
of the amount of yarn and cloth produced by the cotton mills of Bengal 
till 1894. Even the data available for the subsequent period do not 
include a classification of the different types of yarn (plain twist and yarn, 


Table 8 TE 
The amount of yarn and cloth produced by the 
Bengal cotton mills, 1895-1910 

















(in *000 Ibs) 
Annual average Yarn Cloth 
for period Bengal British Bengal British 
India India 
1896/97-1900/01 37,282 443,990 186 91,853 
(8.40) l (0.20) . 
1901/02-1905/06 45,720 577,315 575 134,894 
(7.92) (0.43) 
1906/07-1909/10 40,045 608,926 2,359 194,151 
(6.58) (1.21) 





L——————— 

Sovrce : The table has been computed on the basis of data published by FCSBI, 
from 1895 to 1906, and SI, from 1907 to 1911, 

Note : Figures within the brackets stand for percentage over British India. 
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and coloured twist and yarn) the mills of Bengal used to spin. Data in 
the shape of output of only five categories of counts of yarn are available 
and are reproduced in Table 7. The figures available for the period between 
1895 and 1910 show that in comparison with British India, the production 
of yarn in the Bengal cotton mills started declining but weaving of cloth 
increased from the beginning of the present century. However, the pro- 
portion of cloth woven in Bengal was vary small even in 1909/10 
‘(Table 8). 

Over the period the net availability of yarn for eastern India increas- 
ed by about 69 per cent (Table 16). Rail and river were the main traffic 
channels which carried about 73 per cent of the total imports and exports 
of foreign and Indian twist and yarn (Tables 14 and 15). Of the total rail 
and river traffic, railways alone, as in the case of raw cotton, carried about 
80 per cent of the total twist and yarn. Ў 


Potential for import substitution 


We shall now look more closely at the structure of the market for 
cotton yarn in eastern India. Tbis will indicate the extent to which the 
cotton mills of eastern India were able to tap the potential for import 
substitution. 

It is true that exports diets important outlet for Indian yarn, 
particularly from the 1880’s onwards. During the 1880's the amount of 
yarn exported came to exceed the amount imported. By 1894-95 exports 
were about four times as great as imports, but the value of exports was 
only a trifle over double that of imports. Though the volume of exports 
became nearly six times as great as that of imports in 1900, the value was 
only three times as great. The import of finer yarn was large because the 
handlooms produced much fine quality cloth for which they required a 
finer ‘yarn than the Indian mills produced. Indian mills turned out coarse 
yarns for use at home and in other Asian markets, while Lancashire 
provided fine yarn for Indian handlooms. 

In 1880, net imports of yarn into eastern India comprised more than 
75 per cent of the total yarn used in the handloom industry. The imports 
declined in absolute quantities upto 1894-95, and then fluctuated for the 
next fifteen years. Indian. yarn supply grew faster so that the proportion 
of the total yarn supplied by Indian mills rose from 24.2 per cent in the 
quinquennium 1880-85 to 69.7 per cent in the quinquennium 1900-05, and 
then declined slightly (see Table 16). The product composition of the mills 
of India, including Bengal, shows.that about 88 per cent of the yarn was of 
coarser varieties ranging from 1s to 20s counts (of which 11s to 20s counts 
shared 56 per cent). It follows, therefore, that most of.coarse cloths 
woven by the handlooms were made from Indian coarse yarn. For the 
production of quality fabrics the handloom sector had to depend on 
British yarn of finer counts. We have separate figures for the two types 
of foreign yarn, namely plain and coloured (of different counts) that came 
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into Bengal between 1895 and 1910 for handloom consumption, but 
information available for Indian yarn relates only to different numbers of 
counts. However, the use of finer quality (ranging from 26s to above 50s 
counts) British coloured yarn in the handlooms of eastern India increased 
by 841,513 lbs, while the import of plain yarn of that quality declined by 
1,310,148 Ibs (see Tables 12A and 12В). The spinning offiner counts 
(ranging from 31s to above 40s) in the mills of India increased by 
13, 546,000 Ibs between 1896/97 and 1910/11 but in the mills of Bengal the 
total amount of the yarn spun was only 338,000 lbs (see Table 7 for the 
period 1906/7 to 1910/11). The output of finer yarn increased by 283,000 
Ibs over the period 1896/97 to 1910/11. So the gap in the supply of finer 
counts of foreign yarn to the handloom industry of eastern India during 
this period was mostly met by the mills of India. Itis important to note 
that though the mills of India, as well as Bengal, substantially increased 
their production of coarse yarn, the imports of British plain coarse yarn 
upto 25s counts into eastern India increased tremendously—by about 8 
times between 1895 and 1910 (see Table 12A). However, the proportion 


Table 9 


Estimated production of cloth by the 
handloom sector of eastern India, 
1880-1910 








Net avail- Amount of Percentage „Total availabili- 
Annual average ability of cloth pro- of band- ty of cloth for 


for period -yarn duced by loom cloth eastern India 
(іп "00 105) handlooms in the (іп °000 yards) 
(іп "000 total (mills-+ hand- 
yards) availability looms) 
1880/8 1-84/85 17,013 68,052 7.64 891,171 
1885/86-89/90 16,963(*) 67,852 6.22 1,090,099 
1890/91-94/95 14,021 56,084 6.89 869,750 
1895/96-99/1900 26,969 107,876 10.69 1,008,952 
1900/01-04/05 25,352 101,408 9.63 1,053,468 
1905/06-09/10 28,683 114,732 9-33 1,229,525 








Souce: The table has been computed on the basis of data published by Annual 
Statement of the Trade and Navigation of British India with Foreign Coun- 
tries etc., from 1879 to 1911; and Accounts of the Trade Carried by Rail 
and River in India, from 1895 to 1911. 

Note :(a) Indicates excluding rail and river carriage. 

(b) Pounds of yarn have been converted into yards of cloth at the rate 
of one pound of yarn for 4 yards of cloth in the case of handloom. 
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of British plain coarse yarn to total yarn supply in eastern India remained 
small even at the final date of our period. Thus, although in the area of 
spinning of coarse yarn,the mills of India, especially Bengal mills, had a 
comparative advantage, the potential for import substitution was not fully 
realised. 

The net supply of yarn was entirely consumed by the handloom 
sector of eastern India. As we have seen earlier (sections 3 and 4) the 
cotton mills of Bengal were spinning-oriented. Тһе estimated amount of 
yarn available for handloom consumption has been arrived at by deducting 
the consumption of yarn in the Bengal mills. Тһе yardage of cloth woven 
by the handloom sector of this zone shows that over the period its output 
increased considerably. 

It is interesting to note that upto 1895 the handloom sector wove on 


Table 10 
Net supply of mill-made cloth to eastern 
India, 1880-1910 
(in '000 yards) 





nS 


Annual average Foreign Indian Регсеп- Output Net supply Total 
for period || tage of of of mill- availabi- 
(2) to mills of made lity mills 
(1) Bengal cloth for + hand- 

eastern looms 
India for east- 
ern India 


(1) Q) (3) (9 6) (6) 


1880/81-84/85 811,924 11,195/44 1:36 М.А. 823,119 891,171 
1885/86-89/90 1,098,519 13,728(°) 1.34 М.А. 1,022,247 1,090,399 
1890/91-94/95 788,491 25,185 310 М.А. 813,666 869,750 
1895/96-99/1000 860,256 40,124 4.46 596 901,076 1,008,952 
1900/01-04/05 905,637 43,996 4.63 2,427 952,060 1,053,468 


1905/06-09/10 957,920 147,655 13.36 9,221 1,1 14,193 1,229,525 
—— HM 
Source : The table has been constructed on the basis of data published by Annual 
Statement of the Trade and Navigation of British India with Foreign 
- 1911 ; Countries etc., from 1879 to 1911; 
Accounts of the Trade Carrled by Rail and River in India, from 1895 to 
and SBI, from 1907 to 1911. 
Note :(a)and (b) indicate annual average of 4 and 2 years respectively. М.А. 
means not available. We have said earlier that till 1905 the number of 
looms in Bengal was insignificant. 
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an average 6.9 per cent of the total cloth available for eastern India. But 
as the supply of Indian yarn increased steadily from the mid 1890s, the 
production of cloth in the handloom sector rose to 9.9 per cent on an 
average between 1896 and 1910. 

During the 1880s, of the net:upply of mill-made cloth for consum- 
ption in eastern India, the share of Indian piecegoods was only 1.4 per 
cent. This increased to only 4 per centcf the total during the next 15 
years. Though the Indian mill share increased to 13.4 per cent during 

71906 to 1910, in terms of net available supply of mill- made cloth in 
eastern India it was not very significant. 

From Tables 9 and 10 it' appears that the handloom sector was the 
only major source of locally woven piece goods at an all India level until 
the Indian cotton mills started weaving опа large scale. Till 1895 the 
amount of cloth woven by the Indian mills was negligible. From then 
onwards, Indian cotton mills concentrated more on the home market and 
weaving owing to the uncertainty with regard to trade with China.? The 
uncertainty arose because ofthe change in the currency policy ofthe 
Government of India. From 1893, the value of the rupee was tied to that 
of sterling rather than the bullion value of silver. This disrupted the 
exchange relations with China whose coinage was still in silver. Тһе 
growth of cotton manufacturing in both Japan and China also propelled 
the Indian mills towards weaving of cloth for the home market.” Japanese 
mills were soon supplying the major part of the yarn for their own home 
industry, and the.cotton mills of China and Japan jointly met the increa- 
sing yarn demand of China. 

Throughout the period, Lancashire supplied about 50 per cent and 
above 95 per cent of the total net availability of mill-made yarn and cloth 
respectively to eastern India with the rest being met by Indian mills. Іп 
terms of total consumption of cloth, between 1850 ‘and 1910, the handloom 
sector of eastern India and Indian mills jointly supplied only about 6.4 per 
cent (8.4 per cent by handlooms and about 44 per cent by Indian mills) 
of the regional market and the remaining 93.6 per cent, was imported from 
the U.K. (Tables 9 and 10). 

'In order to find out in which sectors the import substitution potenta 
was least exploited and also to form an idea ofthe rough distribution of 

АосаПу produced piecegoods as betweea coarse and fine cloth, we analyse 
the imports of yarn in terms of their counts. Bengal was a net importer 
of yarn throughout our period, although we cannot find out the exact level 
of exports of yarn from Bengal to places outside eastern India. ; 

As we have seen, in spite of the Indian mills’ comparative advantage, 
both the absolute amount and percentage of foreign plain coarse yarn 
upto 25s counts imported into eastern India increased in the years between 
1895 and 1910. The absolute imports of coloured coarse yarn, however, 
declined during the period 1905-10 (see Tables 12A and 12B). 
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, . Table 11 
Share of Bengal in the total yarn, coarse 
and fine imported into British 
India,.1895-1910. 


nac -— — Ó—  — —— ———————————— —J——A ЦИНА 


- Plain twist-aad Coloured twist 


Annual average A yarn o and yarn 

for period British Bengal British Bengal 
| India eoo. India l 

1894/95-98/99 ~~ 19,530,943 6,441,282 20,590,714 . 4,689,501 
| (8299000 (22.77) 
1899/1900-03/04 14,542,910 4,842,563 18,676,467 5,287,718 
Rite c e ook 74-27%. 248229) М" UP (28.31) 
1904/05-09/10 17,649,925 5,318,143 17,884,603 5,377,518 
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Table 12A 
Quantities of different numbers of counts 
of foreign plain twist and yarn imported 
into Bengal (in Ibs), 1895-1910 





1894-95 to 1898-99 1899-1900 to 1903-04 1904-05 to 1909-10 





B. India Benga! B. India Bengal B. India Bengal 

Coarse 

counts 
15 to 10s 108,823 8,652 137,858 64,872 144,090 40,155 
( 7.95) (47.06) (27.86) 
11s to 15s 97,871 10,448 115,837 11,819 90,656 21,971 
(10.68) ( 9.51) (24.23) 
165 to 20s 160,159 9,915 298,695 111,010 447,817 149,776 
( 6.17) (37.17) (33.44) 
21s to 25s 15,182 975 29,653 4,083 54,573 5,479 
( 6.42) (13.77) (10.03) 
382,467 29,990 582,043 190,984 737,136 217,381 

Fine Counts 

26s to 30s 4,381,325 115,997 2,765,031 23,770 2,667,042 46,894 
( 2.65) ( 0.86) ( 1.75) 
315 to 40s 12,147,326 4,906,247 8,215,444 3,160,215 9,231,503 3,091,380 
(40.39, (38.47) (33.48) 
4lsto 50s 1,149,144 488,981 1,108,668 432,275 1,846,229 619,484 
(42.55) (38.99) (33.55) 
Above 50s 1,470,681 900,065 1,871,725 1,035,319 3,151,350 1,343,384 
(61.20) (55.31) (42.62) 
12,148,475 6,411,290 13,960,868 4,651,579 16,896,124 5,101,142 
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Table 12B 
` Quantities of different numbers of counts 
of foreign coloured twist and yarn 
imported into Bengal (in Ibs), 
1895-1910 





1894-95 to 1898-99 1899-1900 to 1903-04 1904-05 to 1909-10 
B. India -Bengal В. India Bengal B. India Bengal 





Coarse | 

counts . 

15 to 20s 2,605,028 222,826 1,885,145 232,653 1,109,883 88,887 
( 8.55) (12.34) ( 8.0) 

218 to 25s 2,599,866 20,824 1,658,985 462 876,192 1,268 
( 0.80) ( 0.03) ( 0.14) 


5,204,894 243,650 3,544,130 233,115 1,986,075 90,155 


Fine Counts 
26s to 30s 1,568,545 148,013 “997,298 110,431 1,001,995 89,539 


( 9.44) (11.07) ( 8.93) 

31s to 40s 12,922,121 4,232,959 12,736,034 4,919,153 12,953,948 5,123,067 
(32.76) (38.62) (39.54) 

4lsto 50s 510,562 49,19 725,107 7162 824,843 39,538 
( 9.68) ( 0.99) ( 4.79) 

Above 50s 384,591 14,460 673,899 17,859 1,010,994 35,221 
22 (4.02) ( 2.65) ( 3.48) 


— M —— ———— M — a „т. 


15,385,819 4,445,851 15.132,338 5,054,605 15,791,780 5,287,366 
Source : The tables 11, 12А and 12B have been constructed on the basis of data 
‘published in Annual Statement of the Trade and Navigation of British 
India with Foreign Countries etc., from 1894 to 1911. 
Note :Figures within brackets іп the tables 11, 12A and 12B indicate percen- 
tage share of Bengal in total yarn of two categories imported into India. 
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Both in absolute and in percentage terms the imports of foreign 
plain coarse yarn of all categories, especially Is to 10s and l6s to 20s 
counts, into Bengal increased tremendously from 1900 onwards (as is 
evident from Table 12А). Table 12А also shows that for finer counts 
of plain and coloured twist and yarn ranging 26s to above 50s eastern 
India (India also) had to depend Lancashire. Though the imports of plain 
finer yarn had come down, the volume of coloured finer yarn had increas- 
ed. The aggregate amount of these two categories had declined by only 
434,278 lbs or about 4 per cent at the end of third quinquennium. The 
volume of imported finer plain yarn of 3154 to 43s counts bad fallen from 
4.9 million 1bsto 3 million Ibs, while imports of coloured yarn of the 
same range of counts increased from 4.2 million 1bs to 5.1 million 1bs 
between 1895 and 1910. 

Cotton piecegoods imported or woven жеге not classified in terms 
ofthe counts of yarn used in them. But the net available supply of 
different number of counts of yarn including Indian yarn (of which the 
percentage of coarse yarn was always 80) left over for handloom and mill 
consumption shows that a large section of Indian people consumed coarse 
cloth. Ofthe total yarn imported into India between 1895 and 1910 the 
share of coarse yarn on an average was 21.6 per cent (coloured coarse 
yarn 3.4 per cent and plain coarse yarn 18.2 per cent). In the case of 
Bengal by contrast, it was 6.8 рег cent (plain coarse 3 per cent and 
coloured coarse 3.8 per cent). Throughout the period the amount of 
imported foreign yarn was gradually declining in Bengal except for the 
last 5 years (1906-10). The share of foreign yarn was above 49 per cent 
on an average of the net supply of yarn in eastern India between 1880 and 
1910. The amount of imported coarse yarn to total imports was low. 
However, of the net available supply of yarn as a whole, coarse yarn cons- 
tituted always a higher proportion than fine yarn. Figures in Table 13 


Table 13 
Share of Bengal in coarse and fine (plain and coloured) 
yarn imported into British India, 1895-1906 
l l (in percentage terms) 


. - 


Pr 


t Ms 








Annualaverage | Plain Coloured 

for period Course Fine Course Fine 
1894/95-98/99 7.84 33.48 4.68 28.89 
1899/1900-03/04 32.81 33.31 6.57 33.40 
1904/05-0 /06 35.04 31.87 6.06 34.75 


Source : The table has been computed on the basis of data provided by Annual 
Statement of the Trade and Navigation of British India with Forcign 
Coyntries etc., from 1894 to 1907. 
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show that while the volume and share of plain coarse yarn imported intó 
Bengal and British India increased, the coloured coarse yarn decreased in 
a more or less similar way. 

We will now consider what amount of annual average of Indian and 
foreign yarn was left for the consumption of handlooms in eastern India 
over the period under study. In spite of the establishment ofnew cotton 
mills in India over the period the steady inflow of Lancashire yarn into 
India indicates that the capacity of the Indian mills was not adequate to 
meet the local demand. Though the amount of imported yarn into India 
was falling off except into Bengal, the import of Lancashire piecegoods 
went on increasing until in 1913-14 it was over 3 million yards or two and 
one half times India’s own mill production.*® Till the 1920s the U.K. - 
cotton industry was decidedly a dominating power in the world market ` 
exporting 70 per cent of their produced piecegoods and 70 per cent of their 
exports went to the Far East, Near East and India.*° 

The figures of capital invested and output produced highlight the 

-fact that the rate of growth of the cotton mills in Bengal was very low in 
comparison with (1) its growth in western India and (2) the growth of 
other industries in eastern India. The reasons for the slow development 


Table 17 
Dividends declared by the cotton mills of Bengal, 1884-1910 


(in per cent) 











Name of the 

companies 1884-88 1889-03 1894-98 1899-1903 1904-1910 v 

Bengal” l 7.0 8.0 7.9 N 4.6} 

Bowreah? 4.8 3.0 N N 9.0 

Dunbar? ` N 3.8 7.5 N N 

Empress of India 5.9 3.4 3.4 N 1.13 | 

Goosery? : 8.6 4.6 6.0 М М 

Muir? à 12.6 4.8 11.5 6.6 5.44 

Victoria? s 21m 10.0 10.4 8.0 15.0(^ 
Source : T 


The table has been prepared on the basis of data provided by Capital 

from 1888 to 1912. 

: This is for the year 1887, dividends for other 4 years are not given. Com- 
panies marked P had issued preference shares. Itis observed that the 
dividends declared annually . by the companies аге not regularly given in “ 
the source Capital for consccutive years which does not mention categori- 
cally whether the companies paid dividends or not. Hence, [ assume 
that the companies declared no dividend for these years and the symbol 
"N' is used to designate the cases. (b) Rs. 1,500,000 bonus distributed 
in 1908 in fully paid preference shares, (c) Year ended 31st March, 1911. 


Note 
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of any industry are generally found іп the rate of return on capital which 
to a large extent is determiued by the cost of production 'and demand for. 
the product. We will now consider.:hów far these factors..stood.in the 
way of the expansion of the Bengal cotton mills. We һауе already dis- 
cussed the major factors inhibiting investmerit in the cotton mill industry in 
eastern India. It remains to point out that dividends declared by the few 
cotton mills that were built were no better, but not much worse, than were 
obtained in enterprises in other industries. Тһе dividends declared by the 
seven old Bengal cotton mills ranged between 2 per c cent and 15 pec gent 
over the period 1884-1905, 
" Table 17 shows that all the seven old cotton: mills in eastern India 
We paid quite: reasonable dividends upto 1898. From the available date for 
the subsequent years (upto 1910) it is evident that a few mills paid out a 
high rate of dividend. А high level of demand of yarn for local hand- 
looms (as is reflected іп the large amount of imports of foreign yarn) 
kept the domestic market steady and made it possible for Bengal cotton 
mills to obtain satisfactory profits on investment. So, the low level of the 
actual rate of return. could not be the sole explénguon for a slow rate of 
investment. f 

А plausible Ee A for the lower rate of growth of cotton mills 
in comparison with other industries is that tbe rate of profit in the former 
was lower than that of the other industries in -eastern India. The British, 
from the beginning had a large base for accumulation of capital in the 
eastern zone, The British managing agents of the eastern zone who 
engaged in the cotton mills of Bengal" were well established. They were 

“pat liberty to switch capital from one industry to another whenever neces- 
sary. During 1902-03 out of 10 Bengal cotton.mills 6 issued debentures 
amounting to Rs. 3 million aud in 1910-11 out of 14 mills 9 issued: deben- 
tures amounting to Rs. 3 million, or nearly one third of the total paid-up: 
rupee capital!! The proportion of debenture financing in this industry: 
was much greater as compared with other industries in this region: This. 
suggests that the managing agency houses in order to lighten their risk, 
might have: contributed capital to the cotton mills mainly in the form of 
debentures. It is the very abundance of investment opportunities in other 
fields that may have limited British investment in cotton mills in eastern - 
India. 

Over the period 1880- 1910, many old and established companies in 
tea, jute and coal industries managed by reputed managing agency houses 
_ failed to declare dividends for several years at a stretch or sometimes 
2 declared alow rate of dividend (14 1:2 per cent). But the tea and jute 
industries had expanding markets in which the British companies enjoyed 
something like a collective monopoly. Even in the coal;industry transport 
costs conferred a monopolistic advantage on the local industry. -However, 
in the case of cotton yarn and piecegoods, the British-controlled mills in 
eastern India would have had to compete against 4 formidable competitor in 
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Lancashire and many of the managing agents found their importing 
interest in conflict with their manufacturing interests. Naturally, they 
preferred to limit their investment in such risky enterprises as cotton 
mills. , Moreover, even in the area of import substitution in cotton goods, 
the Bombay and Ahmedabad mills appeared to enjoy a clear comparativ 
advantage. i 


Some Arguments Reconstructed 


We will recapitulate some of our arguments іп the hope that the 
logical structure will beclearer. Eastern India was never important on 
the cotton map of India. In Bengal, especially in eastern Bengal, the 
cultivation of raw cotton bad at one time been a thriving occupation, with 
Dacca as a manufacturing centre.4? In spite of the decay of the hand 
spinning and weaving industry a large international market was available 
for the haridloom industry, because women in particular over large tracts 
of India were stuck firmly to multi-coloured and artistic fabrics. More- 
over the impact of foreign imports was not felt in full measure in all 
parts due to lack of a good communication network all over India. But 
in Bengal and on the Malabar coast where both men and women usually 
wore plain white clothing, imported mill-made goods had easy access 
and many weavers lost their hereditary occupations; and the general 
trend was one of decay and decline of handlooms. The large and 
growing imports of millspun twist and yarn aggravated the trouble 
moie and hand spinning as an occupation had practically dis- 
appeared. 

The increasing unemployment and pressure оп land not only led to 
frequent famines in the nineteenth century but also reduced the area of 
cotton cultivation to a great extent in eastern India. Except Chittagong, 
Tipperah Hill Tracts, Cuttack, Jalpaiguri and parts of Assam the cultiva- 
tion of cotton was not of very great importance in the districts of eastern 
India.“* Experiments to grow Egyptian cotton in the government estate 
of Khoorada in the district of Puri in Orissa proved a great success and the 
government in its report of 1982-83 stated that raw colton was a favourite 
crop with the ryots, but in the fertile plains of Bengal the production of 
raw cotton was inconsiderable. Experiments in raising the American 
varieties of raw cotton at Akra near Calcutta during the first quarter of 
the nineteenth century were not very successful ; but the Superintendent 
of Fort Gloster cotton mil! declared it to be similar to the famous Upland 
Georgia сойоп. The experiments with different foreign hybrid varieties 
carried out in Burdwan in the first half of the 1880s showed that long 
staple cotton could be produced in the plains of Bengal. But these 
efforts were not followed up and in the Agricultural Report for 1886-87 
the Director of Agriculture, Bengal remarked, without showing any 
reason, “I do not, however, think that it will ever be extensively grown in 


Bengal", 
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Raw cotton was not exported from Bengal on a large scale. The major 
part of the production was consumed by the hand spinniug industry of 
eastern India. The market for Bengal raw cotton in that sense was nota 
wide one. The production of Bengal muslin and other high quality 
fabrics for export and other types of coarse cloth for local consumption 
by the hannlooms before the advent of Lancashire products is evidence 
- that a very good quality cotton (both long and short staple) was pro- 
duced by the local cultivators according to the need of the handloom 
industry of eastern India. The decline of the hand spinning industry 
greatly reduced the demand for local raw cotton. As a consequence 
the cultivators had lost their interest and the cultivation of cotton 
was almost abandoned. Thus, before the advent of British rule the 
supply of raw cotton was dependent on the demand of the local handloom 
industry. 

There was a long time gap—of at least a century— between the decay 
of the hand-spinning industry and the revival of the handloom industry 
based on imported mill spun yarn. Duringthis period the cultivation of raw 
cotton in eastern India was almost eliminated. Under such a situation the 
cotton mills of Bengal were floated and hadto depend mostly on the supply 
of raw cotton from western India. During our period when the hand spin- 
ning industry was almost extinct the small amount of annualexports (coast- 
wise and by rail and river) of raw cotton from Calcutta to other _рагіѕ of 
the eastern region, reveals that the demand forraw cotton for hand 
spinning was still alive. АП these signs indicate that had there been any 
prospect of reviving demad the culture of cotton might also have revived. 
The supply ofraw cotton was responsive to what had already happened 
inthe handloom industry and what was happening in the cotton mill 
industry. The lack of demand for local raw cotton arose from the decay 
of the hand spinning industry. It was further aggravated by the indifferent 
attitude of the British mill owners in eastern India. 

^ The scattered data available on cotton cultivation in eastern India 
distinctly reflect a declining tendency in its acreage and per acre producti- 
vity during the nineteenth and first decade of the twentieth century. In 
this regard the explanation for the stagnation or decline of cotton cultivation 
in terms of soil and climate has to be accepted only with some major 
qualifications. Government experiments on cotton cultivation in Bengal 
proved that by the introduction of some of the best American varieties the 
cultivation of this important crop could have been revived with great 
advantage." The decline in cultivation was to a large extent due to the 
fact that the production of raw cotton in eastern India as a commercial 
crop did not receive the same attention from the government and the 
mercantile interests as it received in western India. in eastern India, the 
combined effects of long established foreign trade of jute, the interest of 
Dundee manufacturers to float jute mills near the place of raw jute pro- 
duction which was followed up by a well organised marketing nét work 
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for its collection enabled it to be considered as a commercial crop very 
.quickly. The British businessmen in eastern India never paid any attention 
to the. commercialisation of cotton as in tne case of jute as their fortunes 
-were.tied more with the export of raw cotton and import of British made 
-cotton products. As a consequence, heavy dependence on up-country 
supplies throughout the ninteenth century, is symptomatic of the inner 
weakness of the cotton industry and explains why cotton mills in this 
region could not develop as they did in the western part of India." 

An argument put forward is that ап unfavourable structure of rates 
for raw cotton from central and western parts of India to Bengal might 
have increased the cost of production in Bengal compared with Bombay. 
But the wage rate in Bengal was lower than in Bombay and might 

-have compeusated aud overcome the effect of frieght charges on cost 
of production, if British businessmen had really been interested in the 
‘industry. 

We will now consider the possibility of the local market and markets 
abroad for cotton produts manufactured in the mills of Bengal. We have 
discussed earlier that the net imports of yarn for handloom consumption 
in eastern India had increased by about two thirds (68.6 per cent) during 
the period under study (Table 16). An absolute fall of 2.9 million Ibs 
in the annual average of net imports of yarn between 1885/86 to 1889/90 
and 1890/91 to 1894/95 was mainly due to a fall in the annual average 

f supply of foreign yarn by 2.5 million Ibs. That is, net imports of Indian 
yarn fell by,0.4 million 1bs due to drought and famine in the western part 
'ofIndia. Annualfluctuations іп the supply of Indian yarn in the subse- 
‘quent years were caused mainly by changing weather conditions. Though 
domination of foreign yarn in absolute termscontinuedfor a longtime (upto 
1890) the general trend was towards an increase in the relative importance 
. of. Indian yarn in the market of the eastern zone. Upto 1895 more than 

half of the need was supplied by Lancashire. Then a sharp decline occured 
in the supply of foreign yarn. The output of yarn on a ring spindle was 
substantially larger than on a spindle of the older type, while the labour 
requirements of the former were less exacting and the mechanism less 
complicated.** This phenomenal expansion during the late 1880's and 1890s 
occured, owing, among other factors, to the quick and successful acceptance 
of ring spindless in the Indian cotton mills. 
Secondly, the British industry made a structural change in the 
production of yarn. As the rate of return from finer counts (above 20's) 
and piece goods was higher, they switched over to finer counts and piece 
goods to feed the European countries and their colonial markets respec- 
tively. А 

222. Thirdly, a relative stagnation in equipment and output from the late 
1880's to late 1890's in the Lancashire cotton industry was also responsible 
for the short supply of yarn." 


The imposition of an excise duty on Indian yarn to countervail the 
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import duty on British yarn put a damper on the expansion of the Indian 

‘industry. However, establishment of better railway communication from 
the late 158075 boosted the supply of Indian yarn from western to eastern 
India, which indirectly compensated the loss arising, from the decline of. 
the Chinese market from 1892 onwards.9* 

In the case of cotton fabrics eastern India was the biggest market for 
British piece goods. The existing market for imported piece goods was 
controlled by a powerful trading. group which had established a deep- 
rooted trade channel with the Lancashire net work. Тһе task of making 

. an entry into this market with Indian mill made cloths was no doubt hard. 
"The domination ofthe existing piece- goods market in eastern India by 
imported goods created an impression amóng the Indian and British cotton 
manufacturers of India that the Indian market for Lancashire cloths could 
not be replaced by Indian mill-made fabrics. This i impression probably 
dampened the incentive of local mill-owners to compete with Lancashire 
and invest adequately in the cotton mill industry. 

There was а rising trend in theimportsof piece-goods from Lancashire. 
The relative share of Lancashire in the market of eastern India declined 
somewhat towards the end of the period but even then it amounted to not 
less than 85 per cent of the total As industry in the eastern region was 
completely dominated by British capital, the initiative for any significant 
expansion in the cotton textile industry of this zone had to come from this 
group. The neglect ofthe cotton textile industry by British capitalists 
cannot perhaps be entirely explained by its relatively lower profitability 
(as compared with other industries). The businessman could not have failed 
to perceive the expansion of the market for both yarn and piece goods in 
this region. The disadvantage of not having abundant raw cotton in this 
zone could have been offset by the lower labour cost. Cotton textile 
mills in this area were also better placed than their counterparts in 
Bombay in respect of the export market in the Far East. One has, there- 
fore, to attach some importance to'the linkage ofthe trading net work 
controlled by the same business houses which were also dominant in the 
industrial sector. It was the entrenched position of this network which 
‘also made it difficult for the textile mill-owners of western India to pene- 
trate this region, thereby slowing down the overall rate of growth of the 
Indian cotton textile industry. 


1. Report of the Fact Finding Committee CHandloom- and Mills), Delhi, 1942; 
Report оп the River Borne Traffic of the Lower Provinces of Bengal and on the 
Inland’ Trade of. Calcutta and оп Trade of Chittagong and the Orissa Ports 
(annual reports), from 1885 to 1888 ; Census of India, 1891, vol. ІП, part 1, 
report and chapter XVI, ‘Occupation’; 1901, vol. IV, part 1, report and 
chapter XII, ‘Occupation, ; and 1911, vol. V, part 1, report and chapter XII, 
‘Occupation’ ; ‘Note оп handloom weaving’ by A. Chatterton jn Papers con- 
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nected with the Industrial Conference held at Nainital, 1907; N.N. Banerjee : 
Monograph on Cotton Fabrics of Bengal, Calcutta, 1898; A.C. Chatterjee : 
Note on the Industries of the United Provinces, Allahabad, 1908 ; G.N. Gupta : 
A Survey of the Industries and Resources of Eastern Bengal and Assam for 
1907-08, Shilicng, 1908 ; E G. Havell: ‘Art administration in India’, Journal 
of the Royal Society of Arts, vol. 58, No. 2895, February, 1910, pp. 274-84 ; 
E.W. Collin: Report оп the Existing Arts and Industries of Bengal, Calcutta, 
1890; A. Latif: The Industrial Punjab: A Survey of Facts, Cenditions and 
Possibilities, (published for the Punjab Government), Bombay and Calcutta, 
1911; J.G. Cunning : Review of the Position and Prospects in Bengal іп 1908 
with special Reference of the Industrial Survey of 1890, part Ц of special report, 
Calcutta, 1908 ; Sir Alfred Chatterton ; Notes on the Industrial work in India, 
Madras, 1905; Idem ; 'Weaving in India', Hindustan Review (Allahabad) 
vol. 15, Мо. 91, March 1907, pp. 235-49; Н.Н. Ghosh: Advancement of 
Industry, Calcutta, 1910; W.W. Hunter: A Statistical Account of Bengal, vol. 
1, Delhi, 1973 (First reprint) ; and H.J. Tozer: ‘The manufactures of Great 
Britain—III India’, Journal of the Society of Arts, vol. 53, No. 2741, 2 June, 
1905, pp. 752-80, discussion on the paper pp. 780-84. 


. Arun Joshi: Lala Sri Ram: A Study in Entrepreneurship and Management, 


New Delhi, 1975, рр. 5-11; S D Mehta: The Cotton Mills of [ndia : 1854- 
1954, Bombay, 1954, p. 5. 


. Quoted in Mehta, The Cotton Mills of India : 1854-1954, p, 5, The source of 


the remark is not indicated by the author. 


. Ibid., p. 6. 
. Ibid, p. 6. Here also Mehta does not mention the source of the quotation. 
. For discussions of the relative degree of dominance of trade and industry in 


the different regions of India, see А.К. Bagchi: Private Investment in India : 
1900-39, (New Delhi, 1975), chapter 6; and Idem: ‘Reflections on patterns of 
regional growth in India under British rule', Bengal Past and Present ; January- 
June, 1976. І 


. О.К. Parliamentary Papers (PP) 1895, vol. 72, ‘Рарегѕ relating to the Indian 


Tariff Act and the Cotton Duties, 1894, pp. 1-55 ; 1895, vol. 60, 
‘Papers relating to the Indian Tariff Act, 1896 and the Cotton Duties Act, 
1896’. pp. 1-206. 


. Westland's detailed enquiry shows that upto 1895 only about 6 per cent of the 


total Indian yarn was of counts over 245. James Westland : ‘Indian tariff and 
cotton duties’, U.K. Parliamentary Papers, 1895, vol. 72, p. 11. From official 
figures оп detail breakdown of production of different counts of yarn, it is 
evident that between 1896 and 1911 only 29 per cent on an average of finer 
counts of yarn ranging 31s to above 40s was produced by the Indian mills 
Financial and Commercial Statistics of British India (FCSBD, from 1895 to 
1906 ; and Statistics of British India (SBI), from 1907 to 1911. 


. M.T. Copeland, The Cotton Manufacturing Industry of the United States, 


Cambridge, Mass, 1972, p. 371 ; Sir John Clapham , An Economic History of 
Modern Britain : Machines and National Rivalries, 1887-1914, Cambridge, 1951, 
p. 126; R.E. Tyson, ‘The cotton industry’, in D.H. Aldcroft (ed.) , The 
Development of British Industry and Parliamentary Papers, 1886, vol 22, 
p. 216. 

Report of the Indian Tariff Board (Cotton Textile Industry Enquiry), vol. 2 
1927, р. 14, 


Y 


11. 


:12. 


13. 


14. 

~ near Calcutta. 
15. 
16. 
17. 


18. 
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C.N. Davar, the pioneer of Bombay cotton mill, was followed by Manekji 

М. Petit and others afterwards. Mehta , The Cotton Mills of India : 1854-1954, 
рр. 12-25, 

Report'of the Indian Tarif’ Board (Cotton Textile aes Enquiry), vol. II, 
pp. 14-15, 

Statistical Tables едін to Indian Cotton : Indian Solis and Weaving 

Mills, Their Production and its Distribution, Bombay, 1889, 

The cotton mills of eastern India were all located on the banks of the Hooghly 


List of Joint Stock Companies in British ыы from 1901-02 to 1910-11. 


“SBI, 1911: 


W A. Graham Clark , Cotton Fabrics in British India апа Philippines, 
Washington, 1907, p. 14. 

Between 1902-03 and 1906-07 there were two sterling cotton mills in Garden 
Reach near Calcutta with a paid-up capital of £ 287,000 ; but from 1907-08 
there was only one sterling cotton mill with a paid-up capital of £ 200,000, 


` (sterling is converted into rupee @ 15 4d,—one pound sterling). SBI, from 


19, 
20. 


25. 


27. 


1907 to 1911. Capital, іп its stock market list shows that there was only one 
sterling capital cotton mill (Beneal,Cotton Mill Co. managing agent M/s 
Andrew Yule and Co.) with a paid-up capital of £ 120,000 between 1890 and 
1905 : Capital, froni 1888 to 1906. 

List of Joint-stock Companies in British India, from 1901-02 to 1910-11. 

The earliest available returns on the cotton acreage of greater Bengal and 
Assam were submitted by С. Plowden to the Government іп 1848 and these 
were informed estimates made at district level and compiled by the administra- 
tive machinery in response to enquiries from above. Parliamentary Papers, 
1857, vol. 31, No. 296, paper “А selection of papers showing the measures 
taken since 1847 to promote the cultivation of cotton in India', part 1, Bengal 
and North-Western Provinces, see Pp. 122-37. But these returns are not 
reliable because many districts did not submit returns at all. See also Amalendu 
Guha , “Growth of acreage under raw cotton in India, 1851-1901 : a quantita- 
tive account ; Artha Vijnana, vol. 15, Nc. 1, March 1973, pp. 1-56 


. In estimating the acreage, and to make up the data gaps, Guha has revised 


official data on the basis of other information bearing on acreage or output. 


" Guha , ‘Growth of acreage under raw cotton іп India, 1851-1901 : a quantita- 


tive account’, Artha Vijnana, vol. 15, No. 1, March 1973, pp. 1-56. 


2 Returns of Agricultural Statistics of British India, from 1884-85 to 1888-89, 
. We һауе taken the supplementary figures on ‘Estimated Area and Yield’ of 


ASI from 1901-02 to 1906-47. 


. According to this source the estimate of acreage under cotton іп Assam was 


39 thousand for 1883-84 to 1884-85, 42 thousand for 1885-86 and 40 thousand 
for 1886-87. Statistical Tables for British India, 1889. 


Labour-spindle ratio has been calculated on the basis of the total number of 


spindles divided by the total number of workers employed annually in the 
cotton mills of Bengal as given in FCSBI, from 1805 to 1906, and S&/, from 


. 1907 to 1911. 
26. 


The raw cotton-spindle ratio has been calculated on the basis of net available 
supply of raw cotton divided by total number of spindles. 
Statistical Table Relating to Indian Cotton : Indian Spinning and Weaving Mills, 
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| Countries etc., 1915 ; and SBI, 1915. 
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Their production and its Distribution, 1889. 

F.M.W. Schofield , Note on Indian Cotton, Simla, 1888, p. 5. 

FCSBI, 1895. 

Statistical Table Relating to Indian Cotton : Indian Spinning and Weaving 
Mills, Their Production and its Distribution, 1889, p. 110. 

FCSBI, 1896. 

Ibid., 1901. 

SBI, 1911. 

ЕСЕБІ, from 1895 to 1906; and S81, 1901, The percentage of yarn spun has 
been calculated on the basis of this source. 

In 1895-96 cotton mills in British India produced only 46,458,149 yards of 
cloth which increased by 389,163,977 yards іп the next year, і.е., more than 
eight times higher than the previous year, and it went up to 1,026,905,755 yards 
in 1909-10 or more than twenty two times than (һай of 1895-96. 
SBI, from 1907 to 1911. 

China herself produced large amounts of raw cotton and posseses а 
Jong established and extensive handloom industry ; but lacked capital, 


. enterprise and modern transport facilities till the mid 1880's. With- 


in 90 years (1885- 1195) “the real beginnings of economic railway develop- 
ment” occured and from the Treaty of Shimonoeskie, 1895 “foreign capital 
and foreign methods of industrial organisation’’ had ‘‘at length obtained that 
free access to the great centres of population in China which had for years 
been the object of the most strenous effort". A.J. Sargent , Anglo-Chinese 
Commerce.and Diplomacy (Mainly in ihe Nineteenth Century), Oxford, 1907, 
pp, 248-49. і 

In 1898 Japan went over to the gold standard, but she adopted it as a ratio 


.with silver which was equivalent to 1144. рег rupee, so that the Japanese 
.currency was still considerably depreciated in relation to that of India. More- 


over, there was clear evidence that prices in Japan accommodated themselves 
quickly to the fail in the gold price of silver and so, the situation was not 


, exactly identical with what was seen in China. А Japanese investigation 


commission of 1896 affirmed the existence of the exchange stimulus in regard 
to Japanese exports. So, at least for some years after 1863 Japan enjoyed 
some degree of artificial advantage, which placed India's competitive exports 
in a position of relative disadvantage. Parimal Roy, India's Foreign Trade since 
1870, London, 1934, pp. 134-35. 

During the period under study different numbers "T counts of yarn were 
divided broadly into two categories, coarse yarn ranging from 1s to 25s and 
finer yarn from 26s to above 50s. 

Annual Statement of the Trade and Navigation of British India with Foreign 


League of Nations : Memorandum on Cotton, Geneva, 1927, p. 31. 

The cotton mills of Bengal were financed and controlled by 8 reputed manag- 
ing agency houses, namely M/s Andrew Yule and Co., Shaw Wallace and 
Co., Kettlewell Bullen and Co., Kilburn and Co., S.M. Johnson and Co., 
D.M. Morrison and Cò., H. Evatt and Co., and Athorton West and Co., 
Capital, from 1888 to 1912; and Thacker's Indian Dircctory, from 1882 to 
1911. 

SBI, from 1907 to 1911. 

Banerjee , Monograph on the Cotton Fabrics of Bengal, рр. 1-2; Schofield , 
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Note on India Cotton, p. 1; and B,B. Banerjee , Тіс Cotton Industry of Bengal 
Calcutta, 1925, pp. 2-6. . - 

“Since the decline of that celebrated fabric, the cultivation of cotton has almost 
entirely ceased in this tract". Agricultural Report, Bengal. ,1886-87, р. 8, 
quoted in Schofield , Note on Indian Colton, р, 30. . | ; 

General: Administrative Report, 1882-83, pp. 17-18, quoted in Schofield , Note 
on Indian Cotton, p. 30 ; Gupta , A Survey of the Industries and Resources of 
Eastern Bengal and Assam, for 1907-08 ; and, Cotton in Assam, 1870, pp. 1-2. 
General Administrative Report, 1882-83, pp. 17-18, quoted in Schofield , Note 
on Indian Cotton, p. 30. E г 
During the first quarter of the nineteenth century the Agrihorticultural Society 
of Bengal experimented with the American variety on a plot of jand at Akra 
near Calcutta, but it ended with failure due to calamities of the season, selec- 
tion of ill suited land, bad seeds, ignorance of the proper season and improper 
mode adopted in sowing. Using this cotton the Superintendant of the Fort 
Gloster cotton mill remarked ‘‘This cotton I have carefully watched through 
the various stages of cleaning, carding, roving, spinning etc., and have no 
hesitation in characterising it as equal to the very best Upland Georgia 
cotton. .. My own opinion with regard to the cultivation of Upland Georgia 
cotton in India, from what I have seen of it is that, if judiciously prosecuted it 
would ultimately be crowned with success." Bengal Mill Owners! Association, 
Annual repcrt of the Committee, 1939, p. 81. 

Agricultural Report, Bengal, 1885-87, quoted in Schofield, Note on Indian 
Cotton, р. 32. 

Ibid. 

U.K. Parliamentary Papers, 1857, vol. 31, No. 296, see tabular returns by G. 
Plowden, pp. 122-36 ; Statistical Tables for British India, 1881, p. 32 ; and ASI 
from 1890 to 1911. 

Banerjee , Monograph on the Cotton Fabrics of Bengal, pp. 58-59 ; Schofield , 
Note on Indian Cotton, p. 30 : and Bengal Mill Owners! Association, Annual 
report of the Committee, 1939, p. 81. 

See in this connexion, Francis Buchanan : An Account of the District of Bihar 
and Patna in 1811-12, vol. 1, Patna, 1934, pp. 519-20 ; Idem : Ап Account of the 
District of Sahabad іп 1812-13, Patna, 1934,, pp. 408-10. U.K. Parliamentary 
Papers, 1857, vol. 31, tabular returns by б. Plowden, pp. 122-37 ; Ап Account 
of the Trade Carried by Rail and River in India, from 1895-1911; and Annual 
Statement of the Trade and Navigation of British India with Foreign Countries 
etc., from 1878 to 1912. 

The Rabbeth Ring Spindle had been invented by Rabbeth, an American, many 
decades before it was adopted in Indian spinning. In 1883, Jamsetji Tata, for 
his Nagpur cotton mill, sent Brooksby (a spinning master of this mill) to 
England to acquire knowledge of thering spindle; and experimentson ring spin- 
ning in England impressed him. Under Tata’s personal supervision and 
encouragement, exhaustive experiments and trials were made. Тһе results, 
notwithstanding general British disapproval, . were astonishing —especially in 
terms of output per spindle of the coarser counts which formed the staple of 
Indian output. The installation of ring spindles in Nagpur with great success f 
created a favourable reaction in Bomtay, and Sunderdas Cotton Mill of 


Bombay adopted ring spindles. This pioneering lead was followed up оп an 
extensive scale by many others. In less than two decades of the first ring 
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spinning coming into India and less than ten years of its first commercially 
successful use in Bombay, a million ring spindles were being used in Indian 
mills. Mehta , The Cotton Mills of India : 1854-1954, pp. 43-45; 

С.М. Cipolla (ed.) , The Fontana Economic History of Europe, vol. 3, The 
Industrial Revolution, Glasgow, 1973, рр. 192-97 ; and Idem (ed.) , The Emer- 
gence of Industrial Societies-1, vol. 4, part 1, Glasgow, 1973, pp. 161-221. 
Clapham , An Economic History of Modern Britain: Machines and National 
Rivalries, 1887-1914, pp. 175-77. 

The China market was of undisputed significance (between 1882 and 1892) in 
determining the level of prosperity of the Indian cotton industry, the number of 
mills rose from 62 to 127, spindles from 1,551,000 to 3,273,000 and looms from 
14,400 to 24,700 ; i.e., whereas the number of spindles increased by 100 per 
cent the number of looms expanded by 70 per cent. FCSBI, 1895. 


RAMA DEV ROY* 


Some Aspects of the Economic Drain from India 
During the British Rule 


IN THE discussion of poverty in India, a large number of economists 
failed to note that poverty is institutional and therefore historical in 
character and thus “long term historical studies in India are of great 
importance, in order to learn what factors contributed to the problem of 
poverty today.’ To find out the real cause of poverty in India, more than 
hundred years ago, Dadabhai Naoroji in his "Poverty and Un-British Rule 
in India’ (1876) developed explicitly a ‘drain theory’ and according to him, 
this ‘economic drain’ by the alien ruler was a ‘bleeding drain’ inherent in 
the built-in-mechanism that extracted a large part of revenue in the form 
of an export surplus from India and transferred it to England and other 
European countries. 

The problem of drain was highlighted first by the historian 
Alexander Dow, a military cadre of the East India Company in the early 
1770’s and was discussed from several angles by administrators like Philip 
Francis, John Shore and Lord Cornwallis. Edmund Burke developed a 
theory based оп the mechanism of drain in 1783. Rammohan Roy was 
the first Indian to work out the sources and mechanism of drain around 
1830. R.M. Martin in 1838 clearly stated the problem. Among the well- 
known Bengali writers, who discussed the ‘drain’ in some form or other, 
' mention may be made of Iswar Chandra Gupta, the editor of the Sambad 
Prabhakar, Dwarakanath Vidyabhusan, the editor of the weekly Somprakas, 
Bankim Chandra Chattopadhyay, Bhudev Mukhopadhyay, Romesh Dutt, 
. Sakharam Ganesh Deuskar and finally Rabindranath Tagore. 


East India Company's Trade with India before 1757 

Before going into an analysis of the ‘drain theory,’ it is necessary to 
develop a clear view of British commercial policy in India. The English 
East India Company along with other European companies came to trade 
with India from the beginning of the 17th century. Тһе East India 
Company's commercial policy was based on the principle that they had to 
purchase Indian goods in exchange for bullion as there was little demand 
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for European consumer goods in India. By selling, on the other hand, 
Indian silk, drugs, spices, etc., in the European market at a much higher 
price, the Company earned a considerable profit. Between 160] and 1612 
cargo worth £200,540 were carried in 9 East India voyages of which 69 
per cent consisted of bullion.” This is also evident from Thomas Mun's 
estimate which shows that the value of the East India Company's export in 
the first two decades was £292,286 оҒ which 65 i per cent was in bullion. 
The danger of a drain of treasure from the west became a nightmare and 
India became the ‘sink of precious metals"? Lord Clive mentioned in 1772 
that "silver of the west and the gold of the east һауе for many years been 


pouring into that country [Bengal] and goods only have been sent out in 
return."4 

This predominance of bullion in the export trade of the East India 
Company with India continued without any interruption until 1757 in spite 
of several controversies among the mercantilists themselves. The following 
table shows the percentage share of bullion in the East India Company’s 


export to India and Bengal from 1711 to 1765.° 


Table 1 
- Percentage share of bullion in East India Company’s Export to 
India and Bengal, 1711-1765 
nn 








Year India Bengal 
Eo EU ПИЕРО ОРЕ RUE PUN 
І 2 3 
21711-20 80.00 86.00 

` 1721-30 81.00 83.00 

1731-40 73.00 66.00 
1741-50 74.00 75.00 

1751-56 68.00 66.00 

- 1757-65 13.00 0.00 





: 
vity in India spread from the Western to the 
Eastern Coast and finally to Bengal by the mid-17th century. The organi- 
sational structure of their trade was gradually transformed from a mere 
visit of their ships to the ports of sale oftheir goods and return after 
procuring suitable cargo to "trading voyages to factory, from factory 
to fort and from fort to territorial sovereignty."? Trade backed by arms 
was theoretically advocated even by Adam Smith, a proponent of natural 


` He had no objection to the method adopted by the East India 
fortification in protection of 


English trading acti 


order. 
Company in India and supported the 


commerce.’ 
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Exposition of Drain in the 18th and 19th Centuries 


A revolution in the East India trade took place after the British 
` conquest of Plassey in 1757, when the process known as the ‘Plassey 
plunder’ started almost instantaneously. Enormous wealth began to flow. 
into the Company’s exchequer as well as the private purse of the Com- 
pany’s servants through bribe, exaction and plunder. Lord Clive wrote 
to the proprietors that had he accepted the offers from the rich at 
Nurshidabad, he might have possessed millions. By 1760, the three 
districts of Bengal, Burdwan, Midnapore and Chittagong and also 24- 
Parganas came under the possession of the Company in addition to their 
old possession of the Calcutta Zemindary. In 1765 the Company obtained 
the Dewany of Bengal, Bihar and Orissa. 

The process of drain actually started after 1757. It is evident from 
Table 1 that the Company ceased to export bullion to Bengal as of that 
year, although some marginal export of bullion occurred to other places. 
All the purchases in Bengal and other parts of India were made out of 
the surplus of the territorial revenue of Bengal. The part of revenue 
devoted to such purchases was known as ‘investment’. The following 
table shows the quantum of investment of the East India Company from 
1762 to 1771.° 


Table 2 


Investment of the East India Company from 1762 to 1771 
enna 





Place -Amount 
(1000 £) 
toe ie ee a — кана 
1 2 
Bengal 5,778 
. Madras 1,494 
Bombay 909 
Bencoolen 40 
Ў Мосһа 174 
a 
Total : 8,394 


i MEM. 1 c C CI 

Percentage share 
à of Bengal 3 
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Although technically the total ‘investment’ as shown in this table 
might not have been financed out of territorial revenue—the amount 
deposited against bills of exchange on England and the profit on the sale of 
- European goods entering into the receipt side of the budget—for all prac- 
tical purposes, sources other than territorial revenue contributed little 

to the Company's purchase of East India goods. Other components of 
‘drain’ besides ‘investment’ were (i) profits of private trade (ii) salaries of 
the European officials and (iii) their remittances to England. 

Alexander Dow spent twenty years in the Bengal Army, but because 
of his contact with British intellectuals was able to write on the history 
and conditions of Bengal. According to Dow “the English, the Dutch, 
the Danes and the Portuguese and the various nations of eastern and 
western Asia taken together poured into this bottomless pit a total volume 
of trade worth, at a conservative estimate, about one million and nine 
thousand pounds."? The balance of trade was always in favour of 
Bengal which was ‘the sink where gold and silver disappeared, without the 
least prospect of return’. Dow estimated that the annual drain from 
Bengal under the British rule amounted to £ 1,477,500 (total annual 

investments of various East India Companies minus the annual value of 
bullion imports into Bengal), which consisted of the savings of the Com- 
pany from its revenue, the value of British exports and the private fortunes 
‘of individuals.” 

The remittances from Bengal included the private fortunes of the 
Company’s servants and free traders, a portion of emoluments of the 
Company’s sevants and transfer of resources to other presidencies. Philip 
Francis (1776) divided the flow of drain into four streams: (1) the East - 
India Company's investment, (2) remittances to other presidencies, (3) the < 
transfer of private income to England and (4) the transfer of income from 
private trade. Francis estimated the outflow under the second and the 
fourth channels at Rs, 20 lakhs and Rs. 12 lakbs per annum.” In his 
minute recorded in the Fifth Report from the Select Committee of the 
House of Commons (1812), John Shore maintained in 1787 that the Com- 
pany as sovereign appropriated revenues only to remit them through 
commerce to Europe. Не also categorically maintained that from 1765 
the Company’s trade continued with no equivalent returns. Lord 
Cornwallis also referred to a heavy drain of wealth from India in his 
minute of 1790 due to a large annual investment in Europe and remittances 
of private fortunes for many years.’ р 

А macroeconomic exposition of the drain is found іп the celebrated 
Ninth Report from the Select Committee of the House of Commons, 1783 
authored by Edmund Burke. Burke pointed to the ‘investment’ of the — 
Company as the main cause of impoverishment of India, though generally 
taken by the Britishers as а measure of its wealth and prosperity. Burke 
argued, an exportation implied a reciprocal supply. But the whole export- 
64 produce of the country was not exchanged in the course of barter. 
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Actually it was taken away without any return or payment whatsoever. 
He concluded “the country has suffered what is tantamount to an annual 
plunder of its manufactures and its produce to the value of twelve hundred 
thousand pounds.” Burke also maintained that the greater part of the 
capital of the Companies of France, Holland and Denmark and “perhaps 
the whole capital of some of them, is furnished exactly as the British is, 
out of the revenues of the country...”!4 Тһе investment of the East 
India Company in Bengal for the years 1766-1780 was split into four 
broad heads—drugs, piecegoods, silk and saltpetre. Out of total invest- 
ment of £12,360 thousand during 1766 to 1780, 65 per cent was contri- 
buted by piece goods and 31 per cent by silk, making together 96 per cent 
of the total. 

According to the data furnished by the Committee of Secrecy 1773, 
during the years 1761-62 to 1770-71, an amount of £ 8,260 thousand was 
remitted to other settlements from Bengal of which £ 1,592 thousand was 
in bullion. The net value of cargo to Europe wasf 4,153 thousand 
(amount of cargo from Europe at European prices with 10 per cent). 

In answer to a question on the possible benefit of a large scale 
investment of European capital in this country to improve its resources, 
Rammohun Roy submitted that an introduction of the system of permanent 
settlement by the Europeans in this country would naturally tend to stop 
“а large sum of money... now annually drawn from India by Europeans 
retiring from it with the fortunes realised ....” and, necessarily would 
help greatly to improve its resources. In a series of tabular statements 
on the salaries and wages of European officials, he showed that in 1827 an 


. amount of Rs. 15,500 was spent annually on an average for 1306 Euro- 


peans servants of the East India India Company. Moreover an amount 
of Rs. 3 crores was remitted annually to England on account of expen- 
diture there. Rammohun cited a letter of the Court of Directors 
Bengal, dated 20th June 1810 where it was stated that “it is no extravagant 
assertion to advance, that the annual remittances to London on account of 
individuals, have been at the rate of nearly £ 2,000,000 per annum fora 
series of years past." Не also referred to a work entitled On Colonial 
Policy as Applicable to the Government of India by a very able servant of 
the Company where the author estimated the amount of capital or “the 
aggregate of tribute, public or private, so withdrawn from India from 
1765 to 1820, at £ 110,000,000.” Thus, Rammohun tried to estimate the 
annual drain with available data and documents along with its impact on 
the economy by the end of the third decade of the 19th century." 

R.M. Martin estimated in 1838 that the annual drain from India 
occurred at the rate of 3 million pounds. This amount ‘with a compound 
interest of 12 per cent would amount to £ 724 million Пп course of 30 
years. Aecording to Martin such an outflow would have impoverished 
even England. 

In needs to be mentioned that the Bengali periodicals regularly 
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condemned the economic policy of the Raj from its very inception in 1818. 
The 5атбай Prabhakar (weekly 1831, tri-weekly 1836, daily 1839) edited by 
the well known Bengali poet Iswar Chandra Gupta constantly referred to 
the British rulers as aggressors and pointed to a ‘bleeding drain’ inherent 
in the fiscal policy of the alien rulers. Particularly the periodical empha- 
sised the expenditure incurred on wars of annexation.?® 

The Somprakas (weekly 1853) edited by Dwarakanath Vidyabhusan 
was up in arms against the economic policy of the British in India. Іп an 
editorial article it was pointed out that military expeniture was a bottomless 
pit to be filled with Indian revenue." In an article on ‘Poverty of India 
and the Revenue of the British Government’ it was shown that agriculture 
is the principal source of income in India whereas, in many other states 
industry contributed the largest share. There was no effort in India to 
develop industry and if an initiative was found, it was suppressed by the 
rich and all powerful British merchants with the help of state power. 
Extravagance was the basic rule of public expenditure in India. The 
European officials enjoyed an unparalleled level of salary On the plea of 
working in unfavourable alien conditions. Moreover, an annual remitta- 
nce to England was accomplished through the export surplus to the extent 
of Rs. 19 crores 20 lakhs.” 

Bankim Chandra Chattpodhyay mentioned two elements of drain- 
financing wars out of Indian revenue and home charges." Dadabhai 
Naoroji placed the drain theory оп an empirical basis marshalling volu- 
minous historical data in the 1870’s. His methodology is much more 
important than the estimate itself. He compiled two series from the 
Parliamentary Returns - annual charges in India and annual charges іп 
England. The former represented public expenditure of which one-tenth 
for the period 1787-88 to 1828-29 constituted an item of ‘drain.’ The 
ratio was one-eighth in the subsequent period. The elements of drain also 
involved items like remittances to England by European employees for 
the support of their families and for the education of their children, 
remittances of savings and that for the purchase of British goods for their 
own consumption, purchases by the Britishersin India of goods manu- 
factured in Great Britain, government purchases of stores of British 
manufactures in India and England not incorporated in the home charges, 
The second series, viz, the charges in England included interest on public 
debt held in India and loss in exchange and excluded interest on railway 
debt and debt incurred for productive works. Before 1788 there were no 
home charges, but Dadabhai made a rough estimate of the transfer of . 
wealth. Wealth transferred from 1787-88 fo 1828-29 at the rate of one- 
eighth/one-tenth of Indian charges plus charges in England plus an 
estimated transfer prior to 1788 aggregated and being capitalised at 5 per 
cent yielded a final figure (including booty and other ‘invisible’ elements) 
of not less than £ 1,500 million.” . 

Bhudev Mukhopahyay in his noted Bengali work Samajik Prabandha 
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published in 1892 discussed the economic situation in India, Не appre- 
ciated the positive -results of the British administration leading toan 
extension of cultivation and an increase in population. But he believed 
that per capita income did not increase due to a. decline in the generation 
of income in the industrial sector as a result of foreign competition. The 
Second reason for a stagnant percapita income was an outflow of wealth 
to England. One-fourth of the revenue collected by the Britishers in India 
was remitted to England for incurring expenditure there. The amount was 
Rs. 17 crores in 1879 and Rs. 23 crores in 1892. Besides this, a significant 


. portion of income of 70,000 British soldiers and 10,000 Europeans belong- 


t 


ing to other professions was also remitted to England. An export surplus 
of Rs. 30 crores was automatically remitted although a portion came back 
to India mainly for the improvement of rail and water transport, indigo, 
tea, etc. But the elements -of return did not materially effect the volume 
of automatically remitted surplus.” 

Romesh Dutt in his Economic History of India estimated in 1901 the 
Indian debt from 1862 to 1901 at 200 million pounds and the remittances 
through home charges at 16 million pounds per annum. The salaries of 
European officers stood at 10 million pounds. Thus, one-half of the net 
revenue collected in India (£44 million) was drained out to England, 
During the 46 years from 1722-93 to 1837-38 the total profit of the 
Company, 32 million pounds, was entirely distributed among the share 
holders as dividends and moreover they had to resort to borrowing when 
India was obliged to pay the interest.” 

William Digby mentioned the terrible drain and cited the estimate of 
R.M. Martin (1838) to say “from that day to this (1901) there has been 
no cessation in the flow. More, with every year it has increased until the 
stream which in 1830 was regarded as almost beyond control, has increased 
ten fold, and has become altogether beyond control... During the last 
thirty years of the century the average drain can not have been far short 
of £ 30,000,000 per year or in the thirty years, £ 900,000,000 not reckoning 
interest."?* Digby connected the ‘drain’ with the poverty of the people 


and used the results ofthe confidential enquiry into the condition of the 


lower classes in Bengal by Lord Duffrin. 

Sakharam Ganesh Deuskar elaborately dealt with the impact of 
"British rule in India and discussed the development and retardation in the 
Indian economy on a quantitative basis. Only some of his findings are 
being mentioned in the present context. He computed an export surplus 


` of Rs Rs. 70 million between 1835 and 1902 remitted to England without 


_any return. He cited several authorities on the adverse effect of a transfer 


ofresources through home charges. Mentioning Martin's estimate of 
Rs. 84,000 million upto 1838, Sakharam estimated that the transfer con- 
tinued at the rate of Rs. 30 to 40 mlllion per year upto 1858. And lastly, 
in the 35 years preceding 1901 the per annum outflow in the form of home 
charges and salary and stipend of the European servants was estimated at 
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Rs. 450 million to produce а total of Rs. 15,750 million. He quoted a 
letter of Dadabhai Naoroji to the Secretary of State for India written on 
16th November, 1880 to say that “the thoughtless past drain we шау 
consider as our misfortune, buta similar future will, in plain English, be 
deliberate plunder and destruction." 
Conclusion 

Rabindra Nath Tagore was well conversant with the historical 
process. Іп the resume оп the occasion of his 80th birthday in April 
1941 the poet attributed the heart-rendering poverty of the Indian masses 
to the Britishers who had kept their mastery over machine a sealed book 
to this country.? He reviewed the mercaniilist age when ‘legions of 4 
adventurers scattered over foreign lands to trade, but behind the display 
of their wares they raised empires... At that time India was renowned 
for her immense wealth, a subject repeatedly referred to by foreign 
historians in those days... Subsequently, king and trader met in India 
and in this fateful moment began the һасКіпр аі the roots of the tree of 
wealth—an off-repeated but discordant tale. But yet it will not do to 
smother in utter oblivion. India had ber wealth, but if we forget by what 
means it was transported beyond the seas, а basic fact of modern history 
will elude us.”” 
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М. ATCHI REDDY* 


Agrarian Structure of Nellore : Tenants and 
Tenancy 1800-1980 


TENANCY PLAYS an important role in the organisation of agricultural 
production by reducing, to a large extent, the disadvantages of uneconomic 
sizes of ownership holdings and operational holdings. At the same time, 
it is often cited as an instrument of exploitation by the rich landlords ; 
and as a factor standing in the way of agricultural improvement. Nume- 
rous legislative measures are in force to check its spread and to control 
the rate of rent. However, day-to-day experience shows that tenancy 
survives in one form or otherand a large part ofthe transactions in 
the lease market are concealed and not within the easy reach of State 
laws. 

When and how did the institution of private leasing of land arise ? 
How did it adjust to the changing socio-economic conditions ? Which 
are the socio-economic groups that participated in the land lease markets 
as landlords and tenants? To answer these questions with reference to : 
any region or district, one should go into its agrarian history in detail. 
Official statistics available for any period do not furnish complete data of 
area under tenancy ог the actual rates of rent, but only а few sporadic 
facts. Therefore, the private lease agreements between the parties and 
the records kept by the village patwaris (karnams) are useful and reliable 
sources of such information. 

The main purpose of this paper is to trace the growth and decline of 
land tenancy in Nellore district. Section I deals with the agrarian struc- 
ture of the district under the nawabs. Growth of share-tenancy upto 
1860 is traced in section П. The importance of fixed tenancy between 
1860 and 1930 is analysed in section III while the decline of tenancy 
from 1930 and its legislative abolition after 1947 are noted in the last 
section. 

Most of the data and information used in this paper were collected 
by the author between 1970 and 1986 from various archives and libraries 
in India and field surveys in the district of Nellore. In fact, Nellore 
district is selected for the present study in view of the voluminous 


private agricultural records available in the different villages of this 
district, 
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Agrarian Structure of Nellore under the Nawabs 


The cultivators of Nellore were badly squeezed under the Nawabs 
and reduced to levels of absolute poverty. While moturpha? had discourag- 
` ed the local crafts, the exorbitant rates of land revenue had thrown out a 
number of cultivators to side-occupations like cattle breeding and an equal 
number were forced to migrate elsewhere. 

The practice of leasing land prevailed, but it was by the sircar 
(government) agents to the cultivating tenants. Pure private leasing was 
neither possible nor profitable as the private per capita agricultural sur- 
plus? was near zero and some times even negative. The base for assessment 
of tax on lahd was the number of ploughs, the number of cultivators or 
tenants or the number of bullocks or the amount of produce and not the 
area of land since land was not a scarce factor. 


Division of the produce (Amani system) 


. The Ryotwari system was unknown. The wet or magani produce was 
divided, as soon as it was threshed, between the government or its repre- 
sentatives and the cultivators or tenants. 

The dry or metta grain was generally divided in the same manner. 
But, where it could not be so divided for any reason, a fixed money rent 
was settled on the spot for a given extent of land for each species of dry 
grain sown. 


Levels of Revenue Feudation 


The Districts of Nellore and Ongole were rented out under the 
Carnatic nawabs to one or more persons, but the miuimum rented unit was 
never smaller than a taluk. The superior renters at district and taluk 
levels sub-rented the country by divisions into various sizes. For example, 
just before 1800, Nellore was rented out to several renters, while Ongole 
was given to only one person, Nizam Ahmed Khan, who sub-rented it at 
taluk levels to three persons, each of whom again sub-rented to a number 
of head renters and so оп. Thus in many cases the least sub-divided unit 
of rent was a village given to one or more head inhabitants, generally lead- 
ing and rich cultivators. The government's share of the wet and dry grain 
produce or the customary money payment on the dry and garden produce 
were the rights of these renters. Мо such thing as ап invariable tax on 
the fields of each village existed in Nellore and Ongole districts prior to 
the Company’s acquisition of the Carnatic.* 

The renters had to request and persuade actual cultivators to take 
up as much land as possible and raise crops regularly. The cultivators, on 
the other hand, were reluctant to do so, since they had to part with a large 
portion of their output, often upto 75 percent, towards the sircar’s revenue 
and other extortions supported by its agents. 
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Corruption, Weakness and Incapacity 


Viewed from the writings of.the British Collectors of Nellore and 
the surrounding districts, the rates of revenue imposed on land/cultivators 
were very high in Nellore district. The amounts collected had always far 
exceeded the amount that was finally remitted to the nawab's treasury. 
The incidence was not equitable and litigants and privileged households 
often escaped with light rates. As remarked by T. Fraser, “the Durbar 
of the Nawab of Arcot was remarkable for corruption, weakness and : 
incapacity”. 

The faujdar stationed at Nellore was ап inefficient relative of the 
nawab from outside the district and most of his subordinates were equally 
inefficient : 

“The situation of the District of Nellore, communicating direct with - 
the seat of government, exposed it particularly to the introduction 
of profligate retainers of the Nawab, among whom the chief per- 
formers were vsually his own near relations followed by numerous 
dependents equally useless, and more worthless than their pat- 
rons”’.® 

People were largely against these inefficient officers imposed on them 
and the arbitrary and callous methods of treatment meted out to them at 
the lower ranks and the numerous extra payments collected mostly for the 
faujdar and his agents at Nellore. Whenever the Muslim head renters ` 
were thrown out for any reason, these posts were filled up with ‘local 
head inhabitants ог Reddies", a number of whom were ex-army men and 
could control the other sections of the population in the villages ; but they 
had to follow the orders of the faujdar in all matters relating to revenue 
collections.® 

There were a variety of payments under the nawab and a large part 
of the collection went into the pockets of different cadres of middlemen 
and this resulted in the heaviest load on the heads of the poorest sections 
of cultivators making it a regressive tax : 

“The interest of all such renters was uniformly the same, to collect 

as much ав possible from the country in as short a time as they 

could, and with secrecy as to the actual amount as they had to pay 

a large ostensible kis? to the Nawab, and also а private one to him 

under the denomination of nazr, another of ће same description 

to the Foujdar besides various presents to his dependents, and 
in conclusion to make up something for their own advantage", 

Information about collections was filtered at each levelso as to 
justify lower rates of collection. As many ofthe officers including the 
Jaujdar happened to be the nawab’s relations, the sub-renters and the culti- 
vators had little means of counteracting the injustice of high rates and 
harsh methods. Whenever the head inhabitants/renters tried to present 
the problems of their cultivators, they were removed and their places were 
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filled by muslims brought from outside the village. 

Another ‘wretched practice’ was that of mortgaging a part of the 
country to the European adventurers who advanced loans at usurious rates 
of interest and sent native agents with tankahs into the districts to collect 
the highest amounts without caring for the consequences. This practice 
was followed in the southern parts of Nellore as most of these European 
agents lived in Madras city. Every sub-agent was interested in collecting 
as much as possible from the cultivators even at the cost of incurring their 
wrath, since his actions were always justified by the rulers and their 
European money-lenders. 


Meagre Surplus 


The size of the net agricultural surplus left to the tiller was not 
bigh enough to allow private sub-feudation to any extent before 1800. 
The share of the culivator was only 41.25 per cent of the gross produce 
(see table 1). 


Table 1 
Sharing of the Agricultural Output in Nellore District under 
Nawab of Arcot before 1800. 


а 





Produce 
Item in % 
Tooms 
E ——————————— 
To the government > n . 55 
To the Cultivator SE 41.25 
42 

Village fees 56 3.75 
Total l 20 100,00 





Source : C. Rundall, Settlement Report of Nellore Sub-division, 1872, para 5. 
Note : A toom of common paddy weighed about 40 to 45 Kgs. 


The main basis of revenue assessment, as already noted, were the 
number of ploughs, cultivating families and their output, and not the area 
of land. Even in cases where the area had to be used asthe basis, they 
estimated it in terms of seeds and ploughs. Therefore, no accurate statistics 
are available about the surface area of lands in detail. However, rough 
estimates can be worked out from the scattered data. 

A common cultivator with one plough used to get about 5 putties as 
gross produce from his two crops in ayear after deducting calavasem 
(seasonal compensation and village expenses). As per the above calcula- 
tion (in Table 1) his share was about 41 1005. He had to pay, as per 
accounts, about 12 tooms to service incumbents like the cobbler, weaver, 
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potter, iron smith, carpenter, priest and soon. Besides, an amount of 
about 2 tooms had to be distributed to the miscellaneous traditional 
services including beggars and mendicants. Therefore, only a net amount 
of about 27 tooms or about 1080 Kgs. of grain were left for his own house- 
hold consumption including animal feed and wages to the daily labourers 
employed during the peak seasons. It is common knowledge that 1080 
Kgs. of grain would be hardly sufficient for a single-plough household of 5 
members, and this was supplemented largely by cattle-rearing, procuring 
wild produce and so on. 


Cultivation of Lands of the Privileged Holders 
l After cattle breeding, the inhabitants preferred the cultivation of 
concessionally assessed lands like manyams, shrotriems, jaghirs, inams, 
agraharams, khandirgas etc., in which they saw many advantages over and 
above the cultivation of sircar lands.’ The manyamdar gave 50 to 60 
per cent of the gross produce as share for cultivating manyam lands while 
the sircar gave only 45 per cent. Also the manyamdar bore most of the 
vallage expenses while the cultivator had to bear all of them in the case of 
sircar lands. Тһе manyamdar usually allowed а number of other conces- 
sions like leaving $ ап inch spread of grain on the threshing floor which 
the sircar did not. The manyamdar took his share in kind while the sircar 
often demanded the amount in cash. This category of cultivators can be 
termed an early form of tenantry, whose economic well being was at the 
mercy of the landlords, many of whom frequently maintained a large 
part of cultivating stock including seeds, draught animals and tools and 
implements. 
Inspite of thelethargic administration and high rates of revenue 
the amani system of assessment of this period had a number of practical 
advantages : 


(1) there was no possibility of extending the revenue liability beyond 
agricultural produce ; 


(2) all the costs of permanent improvements and repairs to irriga- 
tion sources, were either fully borne by the Government, or 
shared with the village cultivators jointly ;. 


(3) in the years of poor crop the cultivators did not suffer as much 
as under fixed produce, because the assessment was only a share 
of the crop ; and 

(4) any cultivator was free at the beginning of the season to either 
cultivate his share of land or simply leave the land with no res- 
ponsibility for its cultivation. 

Most of the ownership rights were customary and continued to be 

enjoyed by the same families so Jong as they paid the sircar revenue, 

Inspite of the ruthless exploitation of the cultivators and the violent 
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methods of collection during the nawab's rule a few sections were not 
affected too much. The priests, the shrotriemdars and other privileged 
holders were not affected since the nawabs created parallel institutions for 
muslims who got a number of privileges—about 1/6 of the total land was 
cultivated by payakai tenants and most of this was held by the privileged 
classes." 


Neglect of Irrigation 

Irrigation sources in many cases were badly neglected. Repairs to 
the tanks were left to the village cultivators who did not have sufficient 
means to carry out such repairs. Thomas Fraser, the Collector choose to 
repair the tanks and enhanced the state revenue more than proportio- 
nately. In one of his reports іп 1814 he pointed out : 


“I cannot help entertaining the opinion that by a judicious outlay of 
money on tank repairs the gross revenue might with facility be 
raised to 5,00,000 star pagodas (an enhancement of about 1,00,000 
pagodas) without any dissatisfaction on the part of the inhabitants in 
депега!”,12 


The natives were helpless during droughts and famines. Often they 
resorted to migration, sometimes with their cattle, іо the neighbouring 
provinces especially to the northern Tamil districts, to the Mysore areas, 
ceded districts and northern circars, 


Agricultural Labourers 


Annual farm servants were employed only by a few selected renters 
and mainly by the head inhabitants who were always busy with their 
collections in the villages. Another case was where there were no adult 
ma!e members in a cultivating family which was forced to carry on culti- 

7 vation due to lack of ‘customary leasing facilities’. 

There were some casual daily labourers engaged in busy seasonal 
operations like sowing, reaping and harvesting. Most of them were from 
the artisan classes who took advantage of the high rates of seasonal wages 
especially in their leisure time. Full time casual daily labourers were not 

-uncommon in this period. 


The wages of the annual farm servants were generally paid as a share 
of the produce, generally 4 mercals per putty (one putty—20rmercals). The 
share varied from 3 to 5 mercals per putty in the district depending on the 
season and the quantity and quality of the work done by the farm servants 
in a crop year. 

4 gorrus of regada and 6 gorrus of garapa, іп total about 10 gorrus 
of mettch were cultivated per plough producing 5 to 6 putties in an ordi- 
nary year. The wages of the annual farm servant worked out to be about 
24 mercals or 1 putty 4 mercals per year. While 10 mercals were expected 
to be his consumption for food etc., the remaining 14 mercals were contri- 
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buted to the common pool of his family. Thus his wages were lower by 
only three mercals as compared with the net return of a single-plough 
cultivator tenant. This shows the thinness of the line separating the 
annual farm servants and the tenants and single-plough cultivators. How- 
ever, the common practice was that the farm servants were engaged to 
operate additional ploughs along with the owner-ploughers in multi- 
plough cultivation holdings. 

The total wages of the daily labourers working on sowing, reaping 
and clearing the fields, worked out to be only 13 mercals per month. The 
difference was explained by the absence of risk that was present in the 
case of sharing annual farm servants, and the fact that the daily labourers 
in general did not match the farm servants in their experience and cultivat- 
ion skills. 

The cultivators were put to numerous hardships while the revenue 
agents and middlemen including a number of head inhabitants enjoyed the 
agricultural surplus that was forcibly extracted from the poor cultivators 
and agricultural labourers. Cultivators were not after land but the sircar 
was after cultivators and used all possible means to entrust them with land 
so that they could collect adequate revenue. Under such circumstances, 
the emergence of any general private lease market was next to impossible, 
except in the case of lands held by the privileged classes including temples 


that were either exempted from or assessed at concessional rates of land 
revenue. 


П 


Experiments in Land Revenue Settlements and Growth of 
Sharing Tenancy, 1801-1860 


The District of Nellore (and Ongole) came under the Company's 
rule in August 1881.? Though a “рег capita private surplus" began to 
appear after 1800 under the Company's rule, its size was not as high as 
to warrant fixed rent tenancy and often a surplus was not certain. Soa 
new element of risk appeared with the introduction of fixed revenue rents - 
in the first decade of the 19th century. The land owners had to bear the 
risk of paying the fixed land revenue even during the years of poor harvest, 
unless it was declared as one of widespread famine. However, there was not 
much possibility of entrepreneurship on the part ОҒ the sharing tenant 
whose operations were closely supervised and controlled by the land owner 
and the sircar. The early English collectors of Nellore District, especially 
J.B. Travers (1801-9) and Thomas Fraser (1809-1923) argued that the 
amani system оҒ revenue assessment posed a number of difficult problems. 
Though this view was not always based on adequate factual evidence, it 
served as an excuse for imposing the fixed revenue system as obtained in 
Europe. However, the immediate reasons for such a shift were the 
administrative problems of amani and the costliness of such administra- 
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tion. The Company officials wanted to free the revenue administration 
Mrom the numerous complications arising from local customs, languages 
and numerous legal and semi-legal payments like nazaranas, 

As compared to this, many interesting features of the ryotwari settle- 
ment and the advantages of creating individual rights in land were 
furnished in Travers’ replies to the questionnaire circulated by Lord 
William Bentinck on the areas of ryotwari permanent rent in 1805. Yet 
the government was notclear whether tolease out to the zamindars or 
to employ paid officials as middlemen for revenue collection. Travers 
clearly made a case for the ryotwari system where the revenue collecting 
staff were paid by the government since in this system proprietors would 
be raised to the situation of a middling class through their own merit, 
economy and experience, and through the improvement of their land. А 
large part of his comments seem to have been borrowed from the reports 
of Sir Thomas Fraser of the Ceded Districts. 


: Sharing Tenants 
. During this period the annual farm servant paid with a share of the 
produce and the sharing tenant began to emerge astwo distinct classes. 
Most of the tenants began to own bullocks for ploughing and implements 
which they borrowed from their landlords in the earlier periods. This 
share was raised from 5 to 7 mercals per putty of the produce. 

Any aspiring cultivator with two bullocks and a plough was free to 
choose the inferior lands or the last grade lands in the village and thus 
become asharing tenantto the government; oralternatively he could 
lease in quality lands from the pattamdars who were given the title-deeds 
with fixed rates of revenue and share the output with them. Тһе sbare 
associated with private lease was always less than that of the sircar lease 
but no data are available to estimate the produce in these two types of 
tenancy. Weak tenants preferred private lands because they had to depend 
on the landlords for seeds and implements. 


High Rates of Revenue 

Under the Company's rule the revenue burden bagan to increase 
steadily along with that in all the newly acquired territories. Тһе Board 
of Revenue found the overzealous district Collectors responsible for this 
continued miserable state of affairs : 

“Тһе collectors, newly appointed to а newly acquired territory, un- 

frettered by judicial regulations, at a distance from control, excited 

by the hope of increasing the public revenue and establishing their 

own official reputation, raised the revenue as high as tbe country 

could possibly bear".15 - 

The Board of Revenue which had neither the correct statistical data 
about the different territories nor the figures of exact amounts of revenue 
collected by the nawab’s government, confirmed the views of the Collectors 
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until they found evidence tothe contrary especially during the famines 
and droughts : d 
“Ав the resources of the provinces recently acquired were unknown, 
and the difficulty of keeping up a high revenue had not been felt, 
their (Collectors) settlements were generally confirmed, their exer- 
tions applauded, and a general emulation excited"? 
The government, whose main interest was the maximization ofthe 
net revenue pretended ignorance to the sufferings of the toiling masses even 


after getting information. 


Clubbing of Rich and Poor Villages 


It did not hesitate to change any of the administrative features that 
came in the way of collecting the maximum possible rates of revenue. Not 
only villages with unappropriated magani lands but dry villages too were 
clubbed with the fully appropriated wet villages : 

“Тһе richest parc of the Nellore district is rented by principal ryots, 

from its being mostly magani lands and a very large proportion 

under appropriation ; and three districts of Ongole from their 
vicinity to the Guntoor zamindaries . .. will be rented with equal 
facility ; but the western districts of Nellore being but thinly popu- 
lated and by a class of very poor cultivators . . . there may be some 
difficulty in settling rents". 
Most of the private tenants were found in the fertile eastern half of the 
district while the dominant form of tenancy was of sircar lands in the 
western half of the district in this period. Tenancy on temple lands, 
here and there on fixed rents, was common throughout the district. 

“The lands of many of the magani villages were now almost wholly 
appropriated among the Kamatadars, and little, if any, addition 
can be expectec tothe present revenue they pay ; in compromising 
for their rents with a renter, government has to make it worth his 
attention, ... by annexing such villages with those that have un- 
appropriated Іап46”,18 

This was intended to (a) improve the villages with unappropriated 
lands by the extension of irrigation facilities ; 

(b) reduce the expense of management for the renter so that he could 
pay more; 

(c) balance between good and bad seasons, and encourage improve- 
ments in the farms so that the rental revenue could be increased. 

Whenever the renters of any village were suspected of under assess- 
ment the measure immediately resorted to was to club one or more 
villages with inferior and dry lands with that village and collect on the 
whole the.same rates as іп the case of the prosperous village. The rates 
of rentin the eastern half of the district fetched an amount of revenue 
several times more than that of the western half, 
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Main Division of the Cultivated Lands 
Lands were divided into groups based on the criteria of irrigation 
and crops raised. 


Table 2 


Area of the cultivated lands for Fasli 1213 (1803-04) in 
Nellore District (including Ongole area) 








Class of land . Gorrus 
Mettah (dry) ' 51,887 
Magani (wet) 5 24,186 
Garden (thota) ; 3,041 
Tareeb (commercial) | 942 

80,056 
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Source : Letter from Travers, Nellore 20/6/1805, Statement 7. 
Note : This statement excludes the Zamindarles, shrotriems and other alienated 
lands like jaghirs whose details are not available. 


А large number ofthe private tenants were found on the тарап! 
lands in the eastern parts, while they were on the thota lands in the western 
parts of the district. Only sircar tenants were found on the dry lands, 
which could not attract a sizable number of private tenants before 1860. 
The main reason for such variation was the availability of large’ tracts of 
dry land for occupation. And, most of the dry lands had’ to be left 
fallow for periods ranging from 2 to 10 years and therefore, .it was con- 
venient to be an ‘occupation tenant’ for one or two crop years and leave 
it fallow without carrying the burden of payment of revenue for the 
fallow period. The customary understanding was that the lands reverted 
to the same tenant cultivators after the usual fallow period. Any new or 
aspiring occupant had to get his ‘no objection’ in the presence of the head 


. inhabitant who used to auction the cultivation rights of such lands in case 


of competition among claimants. 


The government officers and most of the Collectors of this district 
had grossly underestimated the expenses of cultivation and showed 
apparent profit to the cultivators so as to justify their collection of abnor- 


mal rates of revenue. (see Statement 1). 
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STAEMENT : 1 


Cost of production and government share per plough for 1804-05 : Mettah 


4 gorrus of regada or 6 gorrus of garapa or sandy loam was standard area 


per one plough. 
P 

1st sort 11 gorrus of varigalu will yield 

yield 30 mercals per gorru 2 
2nd sort 13 gorrus of jonnalu will yield 

] puttee per gorru 1 
3rd sort 1 gorru of jonnalu will yield 

10 mercals per gorru . 0 


M 


5 


Mt 


0 


Total produce 4 
Deduct calavasem I mercals and 4 4/5 munthas 
per puttee 0 


Remaining 3 
Circar share (Govt. share) 11 mercals per 
рийее 2 


Leaving inhabitant’s share : 9 mercals per 
puttee 1 


Particulars of inhabitant’ share in cash 


Varigalu 18 mercals 154 munthas : 6 pagodas 
| per puttee |. , 5 

Jonnalu I6 mercal 124 munthas : 7 pagodas 

. +> per puttee 5 


Total cost of the inhabitant's share in 
market ' . 1i 

Estimated profit from Endooloo and . 

vegetable crops sown in the above fields 1 


Expenses of Cultivation 
2 bullocks, costing 12 pagodas working 
for 8 years : for 1 year 1 
Cost of the iron and wooden implements 

wear and tear 1 
Price per 14 mercals of seeds 


26 


39 





Note : P=putties, M=mercals, Mt=munthas 
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Cost of Cultivator's labour at the 

rate of 4 mercals per putty is 16 

mercals on the above produce 

(rate 6 per puttee) қ 4 39 0 
Total expenses of cultivation on 

4 gorrus of regada 8 32 40 


Remaining cash per plough in ordinary 
season , 4 22 60 


Note: 80 casu—1 fanam 
52 Ғапашв--1 pagoda 
1120 pacca seers=1 puttee in Nellore 
Source : Letter from T. Fraser to the Board Nellore dated 28.5.1816, Statements. 


The output was overestimated mainly because there was no provi- 
sion for crop failures, double sowings, damages from floods, birds and 
wild animals. Moreover, the figures in the Statement refer to the yields 
in prosperous villages having easy access to the Company officials. 
Endooloo and vegetable crops were not common in the dry villages. 

The cost of cultivation was grossly underestimated for two reasons. 
The use of the cultivator's labour was imputed at the rate paid to the 
farm servant and the labour of the rest of his family members as well as 
that of casual daily labourers isignored. The payments made to the 
watchman, waterman and for green manure are conveniently left out. 


Rate of Profit and Loss: 

Working inthe same way J.B. Travers, the Collector, arrived at 
different rates of profit per plough depending chiefly on the variety of land 
and crops raised thereon.” f 


Statement : 2 


Variety of land Profit per plough 
f Н М Е С 
Regada 4 2 60 
Garapa (wells) Pe .. 8 30 05 
Magani rich lands - z 4 5 63 
Magani poor lands 2 15 67 


. Even though the cultivator’s share was fixed at 9/20 of the gross 
produce, his actual rate of profit per plough differed from family to family. 
One of the variables influencing this differential is the different number of 
ploughs each cultivating family could operate on different types of land. . 
For example, wells have to be maintained on garapa lands and it is very 
difficult to operate more than two ploughs in such cases whereas any 


` number of ploughs сап be operated with care on the regada lands, Travers - 
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himself commented that his 'information must be considered speculative? 
since the economy of a farm family was mixed and the expenses of culti- 
vation, as well as the maintenance of the ryot's family could not be sepa- 
rately ascertained with any degree of precision. 


Payment of Kist 

The calculation of the cost of cultivation by Travers resulted in the 
underestimation of actualexpenses also because he ignored all the mis- 
cellaneous payments made by the cultivators on different occasions. . 
Therefore, he tried to verify the results by taking into consideration the 
overall economic position of the farmer families. 

Travers selected 40 camatamdars (principal cultivators) from 5 
villages and inquired into their cost of cultivation, problems in the pay- 
ment of kist demand, and other agricultural proplems.? 17 cultivators 
out of these 40, paid their kist after selling their grain ; 12 inhabitants 
contracted to dispose of a part of the produce of their cultivation to the 
head inhabitants and had received cash from them, in advance for the 
payment of the kists. The rest of the sample inhabitants i.e', 11, had paid 
their kist in cash without disposing of the grain and secured the grain for 
a better price. Travers classified these 11 as rich inhabitants without 
inquiring whether the cash paid was from their past savings or borrowed 
from money-lenders. 


Takavi Advances 


To estimate the cultivating capcity of the cultivators and their needs 
of cultivation advances or takavi loans, Travers conducted an inquiry into 
128 cases in five selected villages of the Nellore and Ongole area for four 
consecutive faslies from 1211 to 1214 and found that 60 cultivators did not 
receive fakavi while the remaining 68 received itin опе fasli or other. A 
number of them who were in need of takavi furnished reasons like mis- 
fortune, mortality of cattle, poor crops in the preceeding season, social 
functions like marriages which resulted in the consumption of all the 
stocks, insects, drowning of crops in river beds and so on.?! The Collectors 
had thoroughly discouraged the practice of takavi except in cases of nat- 
ural calamities like famine and floods. 


Revenue History, 1801-1860 


The revenue history of Nellore district, as in the case of many other 
districts of the Presidency of Madras, was full of experiments between 1801 
and 1860 and a number of such experiments were badly shattered by the 
frequent famines. The famine of 1807 (fasli 1216) was one of the worst’ 
in the memory of Nellore district and the land revenue fell to about 40 
percent of the preceding year. But the revenue collecting authorities were 
so strict and merciless that they realised almost 100 percent revenue as per 
settlement demand. This gave a jolt to the village lease system as propo- 
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"ünded by J.B. Travers and he had to quit the following year i.e., 1809 


when the period of recovery started. 

The district of Nellore suffered heavily during during the period of 
experimental settlements imagined, coined and practiced by the District 
Collectors between 1801 and 1850. In each successive experiment, the 
officials tried to impose fixed rent tenancy so as to ensure their revenue 
collection. 

Whenever the failure of the crop was restricted to a portion of the 
lands of a village, the rest were made to bear the 1058. So also whenever 
the failure was limited to a group of villages, it was realised from other 
villages by a superassessment??. The fixed rent tenants of the government 
were the worst sufferers in such cases and consequently few cultivators 
preferred fixed-rent sircar tenancy. Thus sharing tenancy continued to 
predominate both in the private and sircar lease markets. 


Demand for the Revival of Amani 


In all good seasons the renters extracted the highest possible rate of 
land revenue, but in bad seasons the poor cultivators who were mostly 
sharers, did not get succour from any source but had to deplete their 
‘tilling capital’ including ploughing animals and one such bad season 
needed a period of two or three favourable years for recouping. 

After a decade of suffering, the inhabitants wanted the reintroduction 
of Amani or sharing of produce, the common practice of collecting the 
rental revenue in the district for a long time before 1800. But the Board 
of Revenue rejected this plea and further strengthened the fixed rent 
system. It mentioned in one of its letters to the District Collector in 1809: 

“The Board, however, prohibits the general introduction of the 

Amani system, or sharing of produce, which the ryots іп Nellore are 

eager to have restored, and which the revenue servants are generally 

disposed to recommend because it is a system under which embezzle- 
ment is easily practised’, 

The Board expressed the fear that Amani would result in laziness and 
reduce collections by a substantial amount. 


Heavy Rates : 


The average annual collection for years 1800 to 1810 was about 


7 3,70,000/- star pagodas or one star pagoda per head of population in the 


district. The number of ploughs in the district was about 62,000 and each 
one paid more then 6 star pagodas as rental revenue to the government. 
In practice this worked out to more than 10 star pagodas since 40 percent 
went under miscellaneous heads including the profits of the renters. 


Division of the Dry Villages 


Villages were let out before 1808, assingle units for all accounting 
purposes. But J.B. Travers suggested in 1808, the division of each dry 
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village into some large estates intended to increase the rental геуейіеі 
through competiton among the renters in the same village : 
“I would further suggest, that the villages be formed into small 
estates to be hereafter declared as such іп perpetuity to the renters, 
on their paying atthe expiration of five years such additional rent 
as шау be deemed equivalent io their improvement during that 
регіоа””25, 
This brought the concept of competition into the village and 
itserved as the foundation stone for the emergence of fixed tenancy 
afterwords. 


Period of Lease 

The period of lease varied from 1 to 5 years before 1800. But Tra- 
vers preferred a uniform five years expecting a number of improvements : 

“In considering the period for which it may be advisable to lease the 

village, whether for three or five years, it appears to me advisable to 

prefer the latter, asa longlease holds out an inducement to the 
renters to improve their farms".?6 

Both fixed rates and long periods of lease had created a class of land 
controllers or semi-owners in the village who employed a number of annual 
farm servants-cum-tenants, all paid bv a share, to raise crops on fertile 
lands which they could reserve for their families. Ав already noted, а 
number of poor tenants who could not take up fixed rent tenancy, prefer- 
red to be employed as annual farm servants for ‘share wages’, which 
system was very close to their former experience as ‘sharing tenants’. 

Even though the total revenue collection during the first decade of 
the Company's rule was as high as or .even exceeded the amount received 
by the nawab, the poorer sections of cultivators and sharers experienced 
some relief since there was a more equitable distribution of tax burden 
and the variety of unofficial payments was reduced, by curbing the powers 
of the privileged classes to some extent. 

A number of middlemen who enjoyed extensive authority and riches 
during the nawab's regime, colluded with the middle level renters and 
lodged complaints to the government against Travers. The Government 
at Madras immediately appointed a Committee with Thackeray, who 
found that the famine of 1806-07 was responsible for the low revenue 
collections," and not the system followed by Travers. The arbitrary 
powers of: the District Collector were greatly checked with the establish-. 
ment of the Zilla Courts in Nellore in 1808. 

In most parts of the district principal cultivators of the village, the 
Reddy’s, were chosen as the head renters while most of the Stala 
Karnams and accountants were chosen from Brahmins. During the first 
decade of the Company’s rule the district consisted of 18 muttahs or perga- 
nas under 4 divisions and the zamindaries of Venkatagiri and Saidapur 
besides the jaghir of Udayagiri. 


— 
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The mutha system fell into disuse after 1810 and the system of taluks 
as revenue units had evolved gradually. The muthadars and their powerful 
local subordinates and their age old amani system began to be obliterated 
for all revenue purposes. 


Migration to the Ceded Districts 


A number of share lease cultivators not able to live with such high 
rents, began to migrate to the Ceded Districts where they could get similar 
lands for lower rates of rent. T. Fraser, the District Collector, mentioned 
in his letter to the Board in 1810: 

“I further believe from what I have seen of the western Districts in 


Ro particular, . . . . that Mr. Travers’, collections were higher than could . 


have been kept up even if the famine had not occurred; for it is a 
fact not to be controverted that many of the inhabitants of these 
western Districts have emigrated into the Ceded Provinces previous 
to the said famine (1807), from the very natural inducement of being 
able to procure land on more favourable terms, than in МеШоге 
Collectorate''?2, : 

The main ‘full force’ of such migration was the popularity of Thomas 

Munroe as collector in the Ceded districts. : 


Opposition to Ryotwari System 

Not only the renters but a large section of the cultivators continued 
to oppose the fixed lease village settlements characterised by individual 
rents fixed in cash as per the area of the land. Thomas Fraser reported 


3. that the inhabitants who were accustomed from time immemorial to till 
* the lands allotted to them ‘fora division of the produce in kind’ found 


the new system disadvantageous in many respects: 1. There was no 
provision for bad seasons; 2. They could not change over to better land, 
nor could they leave extensive tracts as fallows without assigning proper 
reasons; and 3. They were held responsible individually even where the 
lands were cultivated jointly. : 

Upto the year of 1870 the amani system continued here and there as 
an internal system within the villages and the head renters often found it 
convenient to enforce it asa measure of last resort even though they 
accounted the total rents to their higher authorities in terms of the fixed 
ryotwari system. 


Auction of Villages to Renters 


-- Each of the 1400 ryotwari villages of this district? were rented to 


the highest bidders ora group of bidders. А group often consisted of 
upto 8 members. A number of villages in the district were jointly leased 
in by the inhabitants under the village lease system adopted by T. Fraser, 
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Table 3 
Number of villages, inhabitants and Cowls and 


Amount of lond rent in Nellore District for 
1808-09 and 1809-10 








n Fasli А 1219 1210 
Total number of villages 1400 1408 
Number of inhabitants , 
holding cowls of government 1908 2029 
Number of cowls 622 572 
Total land rent 532617 563726 








Source : Letter From T. Fraser to the Board, Nellore, Dated 22-10-1811 


All the 1400 villages were rented only in 622 cowls and often two or 
more villages were combined into a single cowle (see Table 3). Large 
sized villages were often leased as а single unit, while small villages were 
combined into a viable unit. The average amount of revenue per village 
was 5. Rs. 380/- the average amount per renter was S. Rs. 279/- while the 
average per cowle rent was S. Rs. 856 in fasli 1219 (1808-09). “Тһе average . 
amount per cowle had increased in fasli 1220. 


Inviting Outside Renters 


Tired of the demand for amani by the village cultivators, Thomas 
Fraser the District Collector made a new experiment of inviting outsiders 
as members of the villages. He commenced this experiment in 1810: 

“Upon commencing my rents I was induced, іп consequence of the 
obstinacy of the inhabitants of many of the villages in refusing 
them altogether, and of others in proposing to agree to them only 
upon very inferior terms, to accept, by way of trial, considerably 
enhanced proposals given in to me by some persons who proposed 
to take certain of the refractory villages, giving what Ithought 
tolerable security for the revenue to be paid by them. Some of 
these perons were former petty zamindars belonging to the District, : 
and others native farmers from the neighbourhood of apparent 
respectability”. 

The collector held out many promisesto all of them in case they. 
behaved well, improved the country, and paid punctually, including that 
of being favourably considered thereafter, for along lease. But to his 
utter dismay he found this system untenable even for a single year : 

"[am sorry tosay, however, that this experiment failed in almost ` 

every instance, and Ihave in general been obliged to resume these 

rents, and to give them to the inhabitants themselves upon the best 

terms which I could procure? 3 

The few outsiders who started by giving presents to the English 


AGRARIAN STRUCTURE OF NELLORE 65 


officers were strongly resisted by the villagers and they were often baffled 
and confused by the complications of cultivation assignments peculiar to 
each of the villages. The rich inhabitants opposed the outsiders tooth and 
nail. 

The Board of Revenue which allowed, Fraser, though unwillingly, to 


experiment with outside renters, finally found it an erroneous system in 
1882: 


“Тһе difficulties arising from the poverty of inhabitants and their 
aversion to any other than ап amani settlement which had induced 
Mr. Travers to resort to the impolite expedient of admitting strangers 
to rent a part of the villages, at first led Mr. Fraser to have 
recourse to the same erroneous system, but the failure of the renters 
who were thus introduced into the villages, the inhabitants of which 
were refractory, has confirmed our opinion as to the impolity of 
admitting strangers"?! 


Outside Pattamdars 


The wealthy pattamdars from outside posted in the villages of the 
: east coast of Nellore could not stand in competition with the native 
Reddys who commanded the local cultivators since old times. For example 
both in Sarvapalli and Indukurpeta where rents could not be collected 
mainly due to disputes and alteractions among the pattamdars, the latter 
were replaced by the local wealthy Reddy inhabitants as renters. They 
used the incapacity and failure of the outside pattamdars as a ready-made 
excuse for paying low rates of rent for some years. 

The success of the newly appointed Reddys had impressed the district 
authorities and the Board so much that a number of problematic villages 
which paid very low rents, compared to their potential were entrusted to 
the principal head inbabitants or Reddys after removing the non-cultivating 
renters. “Тһе District Collector reported іп one of his letters : 


"The inhabitants of Allur, a very large village, have at no time been 

able to agree among themselves; from which circumstances every 

settlement made with them has given much perplexity to the 

Collector. Itried them for two seasons to no purpose. In con- 

sequence of this, I һауе, at their own particular desire, given this 
village of Allur to Venkatarama Reddy one of the wealthiest as well 
as most responsible head cultivators in the District; and I have no 
doubt that he and his family will both pay the revenue and keep the 
works in repair’. 

Same is the case with a number of the muttahs like Sangam and other 
villages where the inhabitants strongly opposed the abolition of the amani 
system. It seems the newly appointed Reddy renters continued the amani 
for their internal purposes for a reasonable period??, even though they 
paid to the higher authorities as per the fixed terms, This arrangement 
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encouraged the continuation of share tenancy asan internal system in 
most of the villages where the records of tenancy details were maintained 
by the ‘head inhabitant’. The authorities never questioned such internal 
adjustments so far as the ‘head renter’ carried on the show. 


Advantages of Quinquennial and Decennial Settlements 

One of the advantages claimed for a quinquennial or decennial 
settlement is increased potential revenues by extending cultivation to waste 
lands. Since, the assessment is fixed for a long time, the village would be 
encouraged to bring in more lands under plough at no additional cost. 

Secondly, the wealthy renters were relied. upon for paying the same 
amount even during poor seasons since they could get compensation in a 
favourable season. i 

. Thirdly, the accounts were simplified and there was no need of 
frequent revisions and reassessment. 

Fourthly, the fraudulent practices and pilferages of the under-renters 
and litigant cultivators were greatly checked. 

Lastly, repairs of water courses etc., were mostly left to the care of 
the villagers themselves under the headship of the renter. And this 
resulted in a considerable saving to the Government. 

The settlements for fairly long periods had created a class of middle- 
men at the village level. Most of the former principal cultivators (mainly 
Reddys) turned into mainly renters and sometimes cornered a good 
proportion of the revenues, especially during favourable seasons. They 
maintained large holdings of fertile tracts with favourable terms of revenue 
and cultivated with the help of a large contingent of annual farm 
servants. 

On the average, the share of the government rent ranged between 40 
to 70 per cent on dry crops, 50 to 60 per cent on the wet crops and 40 to 
50 per cent on the garden lands. In good seasons the cultivators got the 
highest range while they got zero or negative margins in bad seasons. 


Further Improvements to Village Renting System 


The village renting system with all its attendant problems proved : 
better and fetched higher amounts of net revenue to the State than the 
атапі or the annual share renting system. Fraser suggested the follow- 
ing deciderata for its efficient functioning? : 

1. Toaid the chief renters in holding their under-renters and 

cultivators answerable for the demands against them; 

2. To facilitate an adjustment to the actual renters in cases of 
disputes among each other; so that the grain division may not 
be impeded by their differences; 

3. To specify, in case these disputes continue, how the Collector is 
to proceed; 

4, To meet the lack of distinct frules for the adjustment of share, 
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i.e. what rates a renter is entitled to insist upon from his under- 
cultivator, or when transferring his pattam, to another; and 
5. Tospeicfy in what manner water and boundary disputes in а 
village, or amongst the villages is to be settled. 
In fact almost all these requirements were to be formulated into a 
New Regulation, as per the suggestion of Fraser, entrusting the head 
renters and Collector with more powers. The enforcement of many of 
these recommendations in the following years resulted in the transformat- 
ion of ‘sircar tenancy’ into ‘private tenancy’ mostly controlled by the 
‘head inhabitant’, and consequently land appeared as а saleable 
asset. 


Land Values 


In all cases of dues, balances and evasions, land could not be 
conveniently used asa means of realising the arrears, since it was not a 
marketable asset, except for its revenue value. In fact this issue was left 
to the head renters who found it disastrous if they sold the movable 
properties : 

“Few of the cultivators possessed anything but cattle, seed, and the 

agricultural implements the sequestration of which could tend to 

impede the future cultivation"? 

Finding this incompatible many head renters declined the post 
rather than face the wrath of the co-cultivators®. 

The establishment of the Zilla Courts invited a number of revenue 
cases after 1808, but even if successful the cultivator was not a gainer, not 
to speak of the losers who were cursed to be near-beggars. It was pointed 
out by Fraser, the District Collector in 1814: 

“In a revenue case generally the discontended and idle inhabitants 

have everything to gain and little to lose; they have to pay wages to 

some of the unemployed Karanams to come from the country with 
them... .; even if they gain the suit, they probably had better have 
paid the sum of the revenue in the village than stood the litigation 

... and if it is lost they are ruined both ways’’.®” 

The same was the case with renters too who sometimes absconded to 
distant lands in fear of punishment. 


Annual Farm Servants and Share Croppers 


Many of the large farmers with more than 2 ploughs employed 
annual farm servants. Their wages were not fixed in money but often as 
a share of the produce. 4 mercals per putty of the produce was the 
rate around 1810.9? Most of them were residents while some of them 
were non-residents. 

The distinction between a share corpper and a non-resident farm 
servant paid by a share was very thin, especially when all the cultivating 
stock belonged to the land-owner. Most of the share croppers hailing 
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from the class of annual farm servants used to borrow both capital and 
stock from the land owners who were their ex-employees too. In all 
ordinary seasons they fared well, while in years of scarcities and droughts, 
they often claimed the wages ofa farm servant since they could not get 
enough to live by way of sharing the meagre output. 


Ш 
Growth of Fixed-Rent Тепапсу : 1860-1930 


The private per-acre surplus rose to high levels during this period for 
two reasons. The unprecedented scale of commercialization of agriculture 
between 1850 and 1890 gavea fillip to per-acre productivity, while the 
rates of land revenue further declined as a proportion of the total produce 
in both the settlements of 1870-72 and of 1906. 

Most of the feudal type renters and sub-renters who continued 
from the time of the nawab into the early period of the Company's rule 
were converted to private renters of land to tenants and sub-tenants. The 
private surplus was thus shared among as many tiers of owners and tenants 
as its bulk had permitted. р 

The private per capita surplus which encouraged sharing tenancy 
before 1860 should be distinguished from the private per-acre surplus that 
began to appear after 1860. 

The private per capita surplus was directly related to the number of 
workers engaged in cultivation activities, as long as land was not a scarce 
factor of production. For example, if a family operated 4 ploughs, it got 
an amount of surplus 4 times higher than а family which operated only 
one plough. 1n one sense, all the cultivators in such a situation are share 
croppers; the only difference being some are share croppers to the sircar 
while others are share-croppers to private parties. 

There were some differences between the sircar share croppers and 
the private share croppers. Most of the land of the sircar share croppers 
was inferior and less fertile than that of the private share croppers. The 
sircar would generally entrust the poorer lands, not occupied by any first 
grade or permanent cultivator or kadim, to the payakaris or share croppers 
for realising ‘some revenue’ which was higher than the expected amount of 
‘pullari’ or grazing tax from that land. 

The output of the lands under private tenancy was shared among 
three parties—sircar, land owner and the tenant cultivator—while there 
were only two parties sharing the output of the lands under sircar tenancy 
--віғсағ and the tenant cultivator. 

With the growth of commercial agriculture and the fixation of the 
land revenue on the basis of the area and fertility of the land, there began 
to appear a kind of ‘differential rent’ or profit in return for better entre- 
preneurial abilities. For example, those who cultivated two to three crops 
and cash crops fared better than those who raised only a single rainfed 
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food crop on similar lands. 

With the increase in surplus or profits fron? cultivation, a number of 
entrepreneurial farmers hired the services of labourers to cultivate large 
sized holdings. The absentee landlords who could not manage the 
, labourers, and those who found the wage rates too high, leased out their 
lands, mostly on fixed rent. 

There had been a number of noteworthy developments in the agrarian 
structure of Nellore during the second half of the 19th century. A few of 
these disappeared from practice even before 1850 while a number of them 
lasted even after 1900. Many of these changes were common to the entire 
Madras province while some of them were peculiar to this district alone. 
The institutions of headmen, payakaris and maletas played a very import- 
ant role in the economy of this district. А district level study of the 
agrarian structure throws light on a number of important issues which- 
cannot be conveniently handled at provincial level. Disaggregated local 
data and the data and information from private agricultural accounts 
proved its usefulness in studies about Nellore district. 


Rise of Fixed Tenancy 

Tenancy in the modern sense became important only after the con- 
struction of the Pennar dam near Nellore around 1850. Most ofthe 
hitherto uncultivated lands—banzars, grass lands, kanchas—were irrigated 
and land under delta became a scarce commodity. 

In 1870 the average price of wet land around Nellore ranged in cost 
generally 3 to 5 times more than its cost in 1830-1840. An active land 
market was taking shape and land transactions reached an unprecedented 
high by 1870. 

Most of the payakaris became either owners of their lands or fixed 
rent tenants. The share croppers who saw great potential in commercializ- 
ing their farms demanded cowls on fixed rent. 

A large section of the annual farm servants succeeded in relieving 
their masters from cultivating large irrigated lands by taking a part of it 
on fixed or even on share leases. 


Written Agreements and Registration 

Prior to 1865, most of the tenancy agreements were muzumani or 
.,oral. A few were written but not registered. With effect from 1865, some 
of them began to be registered in the newly opened Sub-Registrars’ Offices 
in the district. 

The number of written agreements had increased very fast during 
the second half of the 19th century even though a large number of them 
continued unregistered. The details of the agreements as well as the 
formalities had increased.” 

Temples which used to’ charge only nominal rates of rent before 
1850 had entered actively into the tenancy market and changed their 
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leasing practices, rental rates and methods of collection of the produce, 
Since the entire holdings owned by temples were cultivated by the tenants, 
temple tenancy played an important role in influencing the rental rates in 
the villages where temples owned a considerable amount of the lands.? 


Land Values 


No evidence is available before 1800 of the sale of any lands other 
the concessionally assessed lands—zamindaries, shrotriems, agraharams, 
jaghirs, khandrigas and so on. 

The first 45 years of the Company's rule witnessed a number of 
transactions, but mostly of the above mentioned concessionally assessed 
lands. The price of the land depended upon the amount of annual income 
left after the payment of the fixed assessment to the government. 
Cundregahs were sold at 2 to 3 years' purchase while zamindaries costed 
more than 3 years’ purchase. E. Smallay, the District Collector informed 
the Board in 1826 : 

| *.,.the value in a general way might be quoted for Surva Inams 10 
years’ purchase, shrotriems 5 years and zamindaries three уеатв”,48 

The Sydapuram zamindary which was sold for Rs. 70,000 around 
1920 could notfind buyers in the 1930s. In other words, large estates 
could not find buyers while the market for small estate's became active 
during the Company's rule. 

Private transactions of ryotwari lands are noticed in this district for 
the first time in the 1850s, but the prices are not clearly indicated. They 
are mentioned in the survey records of 1860s and 1870s. 


Table 3 
Land Values in Nellore District 1865-69 
Nature of the soil and of sales Dry Wet Difference 
Rs A Rs A Rs A 
Dry and wet, separately registered 
individual sales 10.2 18.0 5.14 
Dry and wet collectively register- Р 
ed joint sales 7 13.7 5.5 
Public sales by Revenue Depart 
ment 2.6 4.6 2.0 
Average : 6.9 11.15 4.6 


16 Аппаѕ==1 Rupees 








Source : C. Rundall, Ме ое settlement, 1870, paras 194 and 195 


Inspite of numerous cases of sale of land during the 1860s, the price of 
land was still very low, ranging from 3 to 5 years revenue and the most 
common price was 4 years. 4 But it is a noteworthy point that a number 
of buyers were cultivators and the purpose of purchasing lands was 
cultivationf? and not revenue as it used to be before 1850. 
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А close study of somc of the family accounts of Indukurpet village 
provides some approximate figures ofthe land values for parly irrigated 


lands. 








Price per acre of partly irrigated lends; Indukurpet 


Year of 
transaction 


1868 
1874 
1878 
1880 
1883 
1885 
1888 
1889 
1891 
1895 
1898 
1907 
1913 
1917 
1923 
1931 


Table 4 


Price per 


acre * 


Source : Accounts of a farm family 
Note : Before 1907 land was measured mainly in gorrus and the equivalent 


acres were not always mentioned. 


acres while it ranged around 2.7 acres in official papers. 


Table 5 


—— 


<a 


In all private records 1 gorru = 3 


Area under plough in Nellore District, 1866-67 to 1900-01 








Note : Zamin daris, Inams, etc. are exchnded. 


Source i Statis tical Atlas of the Madras Pvoince 1940-41, рр. 432-55 





Year Area in acres Total 
Dry — Wet Miscellaneous 
1866-67 613405 187016 — 800421 
1870-71 760835 200597 — 961432 
1876-77 TT3150 193040 12044 9778834 
1880-81 714432 195220 16305 985957 
1890-91 804083 196277 35975 1000350 
1900-01 861317 206919 45052 1119288 
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The area under plough increased from about 3,50,000 acres in 1801 
to 9,60,652 acres in 1881-8249 and 11,36,382 acres in 1888-89." It seems 
figures fer inams are included in these reports. The biggest jump of more 
than one lakh acres was between 1845 and 1865 in wet cultivation and this 
was mainly due to the completion of the Pennar anicut during this period. 
It was a gradual increase from 800421 acres іп 1866-67 to 1119288 іп 
1900-1901. This was mostly due to the spread of cultivation as a result. 
of commercializatio іп period?. І 


The cropping pattern of the district changed from а few coarse 
cereals to a number of fine varieties of paddy among which molagolukulu 
or Nellore rice dominated the Madras markets and the 2nd sort rice was 
accepted as the medium of wages and renis. The rates of rent had 
almost doubled between 1861 and 1930 from 71 to 140K gs. of standard 
paddy. Rates of rent varied mainly according to the irrigational facilities 
with the highest rates paid for lands under tanks. Double cropped lands 
fetched more than those of triple cropped lands. А large number of 
landlord families which leased out tbeir entire holdings to tenants claimed 
a share towards rent in almost all the crops. Even when it was a fixed 
rate, they preferred the payment in. as many media as were grown on 
their lands.?? 


Share tenancy gave place to fixed rent tenancy in many villages, but 
share tenancy continued to be the standard form mainly in the dry 
villages. Most of the cultivating lessors preferred share tenancy, while 
the weaker tenants chose sharecropping which reduced the risk on the 
tenant and also ensured the regular cooperation and overall. supervision of 
the land owners in all matters of cultivation.” 


The period of lease which kept on increasing upto the end of the 19th 
century began to decrease especially during 19305.5 The size of the hold- 
ing which increased upto 1920 bégan to decline afterwards. Most of the 
joint families were broken and both joint leasing out and joint leasingin 
began to decline. Тһе number of litigations increased after 1900.55 
There came a fundamental change in the caste structure of the landholders, 
particularly of tbe lessors. While the Brahmins continued to predominate 
as lessors during the entire 19th century, the Reddys had occitpied that 
place in the 20th century.59 


An obvious change is evident іп the occupational and residential 
status of the landlords in this period. The residential evolution was from, 
the native villages to the neighbouring small town. and then to the district! 
haedquarters town, and then to Madras and in many cases it extended upto 
migration abroad and frequently the entire process involved 2 to 5 genera- 
tions. Residential change was always preceded by occupational changes, 
the most common path being from the manual and low paid occupations 
to the mental and highly paid occupations. l 
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IV - 
Decline of Tenancy 1930-1986 


The unprecedented growth of the agricultural population of this 
district after 1920 resulted in the reduction of the per-capita surplus in 
agricultural production and this resulted in the decline of tenancy from 
1930 onwards. 

The uneconomically high prices of land and the disadvantages of 
absentee landlordism forced a number of landowners to part with their 
lands for an attractive price. 

The process has been hastened by the land hunger of the rural masses 
and the land reform enacted by the government after 1947. 


Concealed Tenancy 


During the post-Independence period per acre productivity has 
increased appreciably particularly after the ‘green revolution’ introduced in 
the mid 1960s. The per capita product of the agricultural population did 
not increase so fast. Whenever it increased to an appreciable extent, it was 
mainly due to technological improvements and irrigational facilities -- all of 
which favoured owner cultivation and discouraged leasing. 

The different forms of privileged tenures, ranging from the [arge 
Zamindaris and jagirs down to the small sized inam lands were abolished 
after 1947. The separate categories of ‘tenant cultivators’ and ‘cultivators 
without owning lands’ were discontinued from the population census after 
1956-57. But tenancy did not disappear as defined by the legislation and 
continued in different forms all of which can be called ‘concealed tenancy’ 
since such tenancy did not have any direct legal sanction. 

The series of World Agricultural Censuses (1970-71) found tenancy 
ineach of the districts in A.P. including Nellore, where it was sizable with 
18,112 (ог 8.23 рег cent) out of 2,20,051 operational holdings being 
wholly rented out. The successive censuses of 1976 and 1981 recorded а 
slight decline in area under tenancy but an increase іп the ‘number of 
of holdings implying that the size of the operational holdings under 
tenancy is decreasing.” 

The introduction of cooperative joint farming societies which brought 
more than 60,000 acres of Government waste and surplus lands under 
cultivation resulted in a sharp decline in the number of tenants between 
1974 and 1978. But the lands distributed under these societies gave a new 
impetus to concealed tenancy between 1980 and 1986. 

_ The extent of tenancy, most of it being concealed, was largely. under- 
estimated in the successive agricultural censuses in Nellore district between 
1970-71 and 1980-81. Пия) was confirmed by field visits during the 1980-84 
period. 

All the 534 villages for which old tenancy agreements were collected 
had tenancy in one- form or other. The proportion of the area under 
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tenancy in these villages ranged from 3 per cent to 56 per cent. Share-crop- 
ping is the pre-dominant form in the district asa whole while fixed rent 
tenancy predominates in some villages. In a number of small villages 
small.ownership holdings of less than 5 acres are more in number and 
area than those of more than 5 acres. The average size of the operational 
tenancy holdings is more than the ownership tenancy holdings implying 
that the tenants are leasing in from more than one owner. In other words, 
most of the lessors are owners of uneconomic plots. 
Some conclusions can be drawn from the foregoing analysis : 


1. 


There was no active private lease market in Nellore district 
before 1800; 

Share-cropping had been the predominant form of tenancy 
between 18(0 and 1850; 

Agricultural commercialization brought fixed tenancy which 
dominated the leasemarkets upto 1930; 

Tenancy kept at a low pace between 1931 and 1947; and 
Tenancy became a concealed practice in the post-Independence 
period as a result of the land reform legislation. 


I am grateful to Prof. R. Radhakrishna who encouraged me to write this paper 
and also suggested many improvements when different parts of this paper were presented 
in seminars in the Department of Economics, University of Hyderabad. Responsi- 
bility is fully mine for any mistakes left uncorrected in this draft. 


. The private agricultural records collected between 1674 and 1985 relate to 534 


villages including 20 temples dating back to 1833. The ICSSR had financed 
the project “Tenancy in Nellore District, 1883-1984’ from which a large part of 
these data are drawn. 

The old Nellore district upto 1904 included the taluk of Ongole which was 
transformed to the reconstituted district of Guntur in 1904. 


- Aform of excise-cum-income tax on commodities, services and their incum- 


bents. It was imposed on about 36 categories of goods and services іп this 
district around 1800. (Letter from T. Fraser 4.8.1814). 


. Private per capita agricultural scrplus : 


The whole agricultural output on the threshing floor including hay and grass 
can be termed as agricultural output. 

Private agricultura] output is what is left after the payment of the Government 
revenue, 

Private agricultural surplus is equal to the private agricultural output minus 
the necessary expenses of cultivation. 

Private per capita agricultural surplus is the private agricultural surplus divided 
by the number of agricultural workers in a family or village. 


. Proceedings of the Board of Revenue, Madras, 8 May, 1815, para 3. (Неге- 


after B.P.) 
The terms ‘district’ and ‘country’ were used loosely upto 1850, they were used 
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to denote taluks ог muttahs or part of the district. For example, the sub-divi- 
sion of Ongole, a part of Nellore district, was often treated ав district itself- 
‘country’ also denoted rural areas. 


. Based on the dara furnished in General Reports of the Board of Reveriue to the 


Governor in Council House sent to the Hon. Court of Directors іп 1802, Madras 
1872, para 432. 


. B.P. dated 18.7.1814, para 2. 

- op. cit, 

. cited, para 26. 

. B.P., 24.4.1814, para 2. 

. cited para 3. 

. cited, p. 478. 

. B.P. dated 8.5.1815, para 105. 

. The territories of Nellore and Ongole including Palnad came to the Company 


in 1890and R. Dighton for Nellore and J. Erskine for Ongole and Palnad 
were appointed Collectors. This agreement was broken іп 1792 when these 
areas were given back to the Nawab of Arcot. And finally J.B. Travers was 
appointed Collector of Nellore and Ongole areas in August 1801, when these 
territories were finally ceded to the Company. (Source: Nellore Manual, 
Madras 1873). 

Letter from the Collector, dated 30.6.1816, Nellore. (True copy of Travers' 
letter). f 

Proceedings. Fort St. George 23.1.1812, para 10. 

cited., para 11. 


. op. cit. The term ‘district’ here refers to the territorial units later known as 


taluks. Е 
ор. сії. 


. Letter from J.B. Travers, dated 30.6.1806. Nellore. 
. op. cit. 


op. cit. 


. cited para 20. 


op. cit. 


. cited para 4. | 
. ор. cit. 


op. cit. 


. Proceedings of the Board of Revenue, dated 18.7.1814. 
. Letter from Thomas Fraser, Nellore, dated 30.6.1810. 

. Jt contained about 1800 revenue villages in 1870-72. 

. cited. para 11. 


B.P. dated 23.1.1812, para 4. 
Letter from Thomas Fraser, Nellore, 26.4.1814. 
Example : Narasimha Reddy in Sangam. 


. Letter from Thomas Fraser, Nellore dated 26.4.1814, para 76. 


cited, para 55. 
cited, para 56. 


. cited, para 57. 


J.A.C. Boswell : А Manual of Nellore District, Madras 1873. 
M. Atchi Reddy 1983: “Female Agricultural Labourers of Nellore, 1881- 
1981". Indian Economic and Social History Review, (IESHR), 20 : 1, 67-79. 
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Madras Presidency from 1873” JESHR. ХҮ: 4, 451-66, (b) M. Atchi Reddy 
(1979): “Wages data from the private agriculthra] accounts, Nellore District 
1893-1974" IESHR, XVI : 3, 317-21. 

M. Atchi Reddy : "Tenancy in Nellore District : 1833-1984", an unpublished 
ICSSR project Report, Deptt. of Economics, University of Hyderabad, 1985 
(hereinafter Tenancy Report 1985) Chapter 4. 

Tenancy Report, 1985, Chapter 5. 

Letter from the Collector to the Board, Nellore, dated 10.4.1826, para 7. 

C. Rundall : Nellore Settlement, 1870 para 195. 

Tenancy Report, 1985, Chapter 17. : 

op. cit. 

В.Р. 3954, dated 27.7.1890. : 
M. Atchi Reddy (7985) “Тһе Commercialization of agriculture in Nellore 
District : 1850-1916 : Effects on Wages, Employment and Tenancy” in Essays 
оп Commercialization of Indian Agriculture, (eds), K.N. Raj, et. al, Oxford 
University Press Delhi, 1985. pp. 163-183. 

Tenancy Report 1985, Chapter 6. 

cited, Chapter 15, ) 

cited, Chapter 7. 

cited, Chapter 8. 

cited, Chapter 9. 

cited, Chapter 10, 

cited, Chapter 11. 

cited, Chapter 12. 

From 196! onwards, the entire agricultural population has been divided into 
only two main categories—cultivators and labourers. 

World Agricultural Census Report 1970-7] Andhra Pradesh, Bureau of Econo- 
mics and Statistics, Hyderabad, 1974, pp. 140 41. 

Andhra Pradesh Agricultural Census, 1976 and 1981 (mimeo) 

M. Atchi Reddy (1978) : "Cooperative Joint Farming in Nellore District—A 
Strategy of Rural Development" paper read in the Seminar on Integrated Rural 
Development’, Waltair, January 1978. ë 

M. Atchi Reddy: “‘Cooperative Joint Farming: A Measure of Equity", 
paper prepared for the Conference of the Indian Society of Agricultural 
Economics, 1986. 

M. Atchi Reddy (1985) : Tenancy Report, 1985, Chapter 16. 

The director, research assistants and the field investigators of the ICSSR project 
visited more than 1000 villages. 


Book Review 


Agrarian Structure in Assam 


M.M. DAS, Peasant Agriculture in Assam : A Structural Analysis 
(Inter-India Publications, New Delhi, 1984) pp. 289 including 
thematic maps, figures, statistical tables, bibliography and indeX. 
Price Rs. 300/-. 


IN THIS book under review, the persitent peasant mode of production in 
Assam has been analytically studied by a geographer, with the help of his 
conventional tools like thematic mapping and sophisticated quantitative 
methods. Left untouched yet by any kind of Green Revolution and until 
now only 9 per cent urban, Assam continues to be a land of small peasants, 
mostly with small uneconomic holdings, with little capacity either for 
extension of their operational holdings or for intensifying agricultural 
production. Agriculture still continues to be mostly a way of life, with 
stagnating poverty among the masses, rather than a dynamic market- 
oriented economy. 

Net sown area іп Assam increased ПТР by 19 per cent between 
1952 and 1974; while average crop yields remained almost static and lower 
than all-India averages. Of the near-two million operational agricultural 
holdings, with an average size of 1.47 hectares per holding, 57 per cent 
represent holdings of one hectare each or less and account for only 19 per 
cent of the operational area. At the other pole, 3 per cent of the opera- 
tional holdings, each with 5 hectares or above, account for 22 per cent of 
the total operational area. Tenancy wholly prevails over about 16 per 
cent of the total operational holdings and about 11 per cent of the total 
operated, land area. According to the author, on technical considerations, 
a two-hectare size is the minimum econmically feasible size of a farm in 
Assam. Hence, apparently 90 per cent of the total holdings and 56 per 
. cent of the relevant operated areas fall below even this size-level. 

The technological backwardness of the situation is best revealed by 
select indicators. Upto 1974 only 6.4 per cent of the State's villages were 
electrified and only 50 irrigation pump-sets were energised. Electricity 
consumption in the agricultural sector as percentage of the State’s total 
consumption was only 0.46 per cent іп 1979-80, as against 38.44 per cent 
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in Punjab, 1.49 per cent in Orissa and 1.36 per cent in West Bengal. 
Similarly, the proportion of the total gross cropped area irrigated from 
different sources in 1978-79 was only about 19 per cent as against the all- 
India average of 27.45 per сепі. The consumption of chemical fertilisers, 
too, is extremely low іп Assam, 0.62 kg. per hectare against 53.28 kg. in 
Punjab as of 1974-75. 

In his introductory chapters, the author gives details of climatic 
factors, soil distribution, demographic features, the land use pattern as 
well as physical and biological factors affecting agriculture. In the next 
few chapters an attempt is made to encapsulate what he calls the ‘socio- 
cultural institutional complex (family, caste, classes etc.), the land tenure 
and landholding patterns as well as factors of agricultural production and , 
their infrastructural needs. Finally, some tentative conclusions follow. 
This is what is called *the analysis of structural features of the peasant 
agriculture, a very original contribution indeed” in the Foreword written by 
Professor A.B. Mukerji. 

A pioneering work in the field of peasant agriculture in Assam, the 
book has succeeded in emphasising the depth of the problem of agricul- 
tural backwardness, but has not adequately discussed the "problem of a 
structural breakthrough within the given political constraints. It has taken 
for granted the land reforms of the post-Independence period with all their 
loopholes. Yet he comes to the conclusion that a radical solution of the 
problem of agricultural development does not lie merely in the creation of 
small peasant proprietors. Ultimately what is of importance to the author, 
given the per capita agricultural land availability at only 0.18 hectares, is 
“the dialectics of peasant family farming versus organised farming” in the 
shape of cooperative, commune, collective or capitalist organisation. 
“Within the present framework of the political structure of India, the 
convenient institution for the organisation of the peasantry”, he concludes, 
“would be the state-controlled cooperative". In operational terms, according 
to Dr. М.М. Das in other words, cooperativesation in today’s context 
should be no less important a slogan for radical politics than the demand 
for land redistribution. : 
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Editorial Noie f 


THF CURRENT number of Social Scientist is devoted to a discussion of 
certain themes relating to the international economy. It does not purport 
to provide any comprehensive account of all the major contradictions in 
that area, rather, it focusses only on certain parts of the kaleidoscope that 
constitutes contemporary world capitalist economy. ! 

The articles contained in this number fall into several distinct groups. 
Those by Iqbal Gulati and Prabhat Patnaik are directly concerned with 
international issues. The IMF which is normally not permitted to borrow 
on the international capital market is today short of funds for making 
loans. The World Bank which can raise funds is supposed to provide 
"development assistance" for projects rather than balance of payments 
support. Consequently, the entire job of international lending to meet 
Third World payments difficulties now falls to private multinational banks. 
It is this enormous privatisation of the recycling business, and the decline 
in importance of Bretton Woods institutions, which, no matter how odious 
they may have been, had at least official representation from a number of 
Third World countries, that forms the backdrop to Gulati’s article. Never 
in recent years has international financing been so completely dominated 
as now by private institutions over which there is no multilateral surveil- 
lance. The Baker Plan was perhaps an attempt to introduce some order 
into this anarchy. But after (Ве: latest’ move by Citicorp to prepare for a 
write-off of Third Word debts, which effectively nullifies the Baker Plan, 
the contradiction alluded to by Gulati gains added pertinence. This 
contradiction also features in Patnaik’s article.- Given the trade imbalance 
between the U.S. and Japan, he argues, any recovery in the advanced 
capitalist world, unless it comes about through reflation in Japan, which is 
doubtful, would necessarily entail greater encroachment upon Third World 
markets. On the other hand, such a recovery will be inflationary, unless 
Third World commodity prices are kept low. If the Third World, whose 
purchasing power is thus going to remain squeezed, is to absorb more 
commodities, capital exports would have to be made to it, but the multi- 
national banks are currently reluctant to undertake such capital exports. 
The anarchy of privaie decision-making therefore stands in the way of 
recovery in the advanced capitalist countries. Patnaik, also draws atten- 
tion to the role of the World Bank and the IMF in imposing “structural 
adjustment" upon Third World countries, whose consequence is to keep 
commodity prices subdued. 

The papers by C.P. Chandrashekhar and W.D. Lakshman present 
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case-studies which deal respectively with the ostensible rationale for, and 
the economic implications of such structural adjustments. Chandrashekhar 
subjects to close scrutiny a recent World Bank document on Industrial 
Policy in India. The Bank has been arguing for a long time that it is 
India’s regime of domestic and trade controls which have stood in the 
way of her rapid economic advance. While holding no brief for the specific 
set of controls existing in the economy, Chandrashekhar exposes the flim- 
siness of this argument, as reiterated іп this particular’ Bank document. 
Lakshman’s is a very careful analysis of what has happened to the Sri 
Lankan economy after it adopted the programme of “economic liberalisa- 
tion". Sri Lanka's he argues, is not a case of orthodox “liberalisation”. 
“Liberalisation” there has been accompanied, by an increase in Govern- 
ment expenditure which is not only not a part ofthe package, but is 
usually frowned upon ; this to an extent camouflages the consequences of 
the “liberalisation” package. Even so, the basic proposition that “‘libera- 
lisation" worsens, the payments situation and increases the burden of 
` external indebtedness stands vindicated by the Sri Lankan experience. 

The problems facing Third World commodity producers are brought 
out in the papers by Sanjay Baru and Tharian George, which deal with 
sugar and natural rubber respectively. Structural changes in the world 
sugar and natural rubber economies, which in many respects are parallel, 
have brought Third World producers to a position where they cannot even 
hope for protection from commodity agreements. The International 
Sugar Agreement has collapsed, and the Natural Rubber Agreement is 
unlikely to survive long ; Third World producers are thus caught in a 
real squeeze. 

And finally, the paper by Morteza Gharebaghian, while dealing with 
the Iranian economy, draws attention to the extremely significant fact of 
international arms trade, without which no discussion of contemporary 
international economy can possibly be complete. 
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! The world monetary system, as it is to-day is a mere patchwork of steps 
' taken from time to time as situations arose since early 70's. That is why 
‘it is constantly under the threat of breaking down whenever an unusual 
"situation arises. : 
; Any major reform of the world monetary system must, I believe, 
| attend first and foremost to the question of generation of international 
'reserves multilaterally so that the system does not have to depend on the 
! actions of individual governments in this regard. 

Attempts at multilateralisation of liquidity generation, however limit- 
| ed, have taken the form of (a) enhancement in the quotas of the IMF 
' members and (b) allocation of SDRs. To use Fund quotas as the basis of 
‘liquidity generation was not only open to several objections in theory but 

was also, as events have demonstrated over the years, a route that got tied 

| down to vagaries of the national budgetary policies of the member coun- 
' tries, especially those with a major voice in the deliberations and decisions 
'of the Fund. The decision to start allocating SDRs was, in a sense, meant 
' to break out of the stranglehold of the quotas. But even there, the alloca- 
ition was tied down to quotas rather than any objective criterion reflecting 
!the need for international liquidity. 

In what follows, I propose to deal, in some length, with the questions 
relating to IMF quotas and SDR allocations and then deal with 
ithe question of conferring on the IMF less restricted powers of borrowing 
. ito meet the genuine needs of world trade and finance without the system 
shaving to depend unduly on any one, two or three countries, however 
[powerful they be. This is not an easy question, for although the countries 
[now-appropriating the gains of reservecreation are also the ones with domi- 
[nant say in the IMF's decision making, they will not readily foreswear 
itheir gains, not even in favour of the IMF, a body they themselves domi- 
mate. All the same, it is necessary that we in the developing countries are 
iclear on what is involved. 


à 


1. Quotas : Should they expand? 

я IMF quotas have not remained unchanged. They added up to only 
's9 billion atthe start, at present they add up to alittle over $100 billion. 
M IAU - 


* Centre for Development Studies, Trivandrum. 
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However, as a proportion of the value of world imports, Fund quotas 
have been оп the decline. The ratio of quotas to world imports averaged 
about 10 percent in the period 1960-65 ; itis now down to a little more 
than 3 percent. 

While it is true that the expansion in Fund quotas has occurred much 
more frequently in recent years than was the case in the past, in relation 
not only to the expansion in world trade but also to the escalation іп pay- 
ments imbalances, quotas have expanded rather tardily. According to an 
UNCTAD study, from an average of 84 percent in the period 1966-70, 
the ratio of the quotas to the sum of the current payments imbalances fell 
to 39 percent during 1971-75 and to 27 percent in the five years thereafter. 
Also, the Fund quotas have not kept pace with the expansion in inter- 
national reserves and commercial bank leading. From 1970 to the end of 
1984, while international reserves increased eight-fold and commercial bank 
lending increased by a multiple of ten the Fund quotas barely tripled. 
Naturally, therefore the Fund's capacity to cope with payments imba- 
lances has suffered a severe decline relative to other sources of payments 
finance. m 

The increase in quotas, whatever its magnitude, has the effect of 
raising the size of the pool of national currencies at the disposal of the 
IMF and thereby of improving the institution's ability to extend payments 
support to its member countries in payments deficit. But while the quota 
increase certainly can be said to multilateralise extension of international 
credit, it cannot be said to multilateralise the generation of international 
liquidity. 

The generation of international liquidity, be it noted, remains the 
responsibility of individual countries, when IMF's quotas are expanded. 
Therefore since everytime a quota increase is agreed upon, it has an impli- 
cation for the budget of each member country, member countries with 
sizeable quotas can always take cover behind domestic budgetary policy 
compulsions to veto the expansion of quotas, no matter how urgent the 
need for such expansion is on objective international considerations. Тһе 
Reagan Administration has incurred budgetary deficits totalling over 
$ 1,000 billion but it refused to agree to a more than 5 35 billion increase 
in IMF quotas in 1983 and has stalled discussion of any further increases 
ever since. 

. The dominant view so far has been that quota subscriptions should 
be “the primary source of the Fund's financial resources". This is open to 
serious objection on several other grounds as well. Experience has shown 
that, by being tied down to quotas, the Fund's resources failed to expand 
not only in relation to world trade but also sufficiently to cope with the 
demands arising from the switch over from the fixed to floating exchange 
rates in the early 70s. What should be a cause of serious rethinking, is 
that, while all fears with respect to the inflationary consequence of an un- 
controlled expansion in international liquidity had been concentrated on 
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the Fund, hardly any step was taken to restrain and regulate the expan- 
sion of international liquidity through national currencies and commercial 
bank credit. This way of managing world finance needs radically to be 
altered. Instead, it is absolutely necessary that the Fund, or whatever 
other multilateral institution it is decided upto to entrust this task with, 
should, in order to be in a position to perform a pivotal role in world 
finance, be made the real fountainhead of internationalliquidity. In this 
context, quota subscriptions to the Fund will have (о be treated more like 
theequity capital of a commercial bank and the Fund given wide powers 
both to create its liabilities of IOUs and thereby to generate international 
liquidity, subject, of course, to very clear guideliness which guard against 
inflationary expansion, and also to regulate and restrain the generation of 
such liquidity in other quarters. 


II. Issue and Allocation of SDRs 


When the decision for the first issue of Special Drawing Rights 
(SDRs) was taken in 1968, it was heralded as a major step in the direction 
of multilateralising international liquidity and reducing the dependence for 
that purpose on national currencies. The Fund management itself had 
hoped at the time that when the allocation of the. SDRs to the tune of 
9.5 billion, then agreed upon, was completed, they would represent some 
16 to 17 percent of the world monetary reserves and that, as a consequence, 
it would prevent the dependence of the world monetary system on the 
creation of currency reserves. Actually, by the time the allocation of SDRs 
was completed in 1972 the world foreign exchange reserves alone had in- 
increased to $104 billion. As a proportion of world non-gold monetary 
reserves, the SDRs stood at a mere 6 percent in 1972. Inclusive of gold 
reserves, valued at market prices, only 4 percent of world monetary reser- 
ves were accounted for by SDRs. 

The second issue of SDRs to the tune of 12 billion over the three- 
year period, 1979-81, could be agreed upon after a lapse of ten years, 
while the world financial system was flooded with liquidity generated by 
the national currency authorities and the commercial banks. At the end of 
1981, only 2.5 percent of the aggregate monetary reserves (including gold 
reserves) comprised SDRs, in spite of the second issue Thus not only were 
the hopes set initially on the SDRs falsified by the events but also the belief 
then entertained that the dominant view had at long last conceded the need 
for a substantial generation of international liquidity multilaterally proved 
to be short-lived. 

It is important to note in our context that agreement on the issue of 
SDRs by the IMF was part of the package which stipulated at the same 
time how the SDRs would be allocated among the Fund’s member coun- 
tries. The SDRs were to be allocated to the member countries in the same 
proportion as their quotas. This meant not only that almost 70 percent 
of the SDRs would be allocated to the industrial countries but also that the 
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bulk, close to 60 percent, would go to countries with either payments 
surpluses or the privilege of financing payments deficits by issuing their 
own IOUs. The latter includes the U.S.A. By deciding thus, the Fund 
was clearly being denied the right.to treat the SDRs as a source to be tap- 
ped by it for providing payments cover to member countries in deficit. On 
the other hand, it was being left to member countries to decide when and 
where to use the deposits thus created in each country's favour. Naturally, 
as Professor Machlup pointed out, it meant that while part of the newly 
created deposits going to deficit countries would "have a quick first. round 
ofspending", the part of these deposits going to the member countries in 
payments surplus or those who could issue their own IOUs would "never 
be used in even a first round of spending". Thus, while of the quota 
subscriptions, subscriptions made in reserve currencies constituted the 
primary source of finance for the Fund's operations, in the case of SDRs 
Ше part allocated to the reserve currency countries was likely to remain 
altogether unused. г 

The SDRs have failed to become an effective centre-piece of the 
international monetary system, because (a) as the events have proved, it 
has not been allowed to become the principal means of increasing global 
liquidity and (b) the system of SDR allocations agreed upon totally ignored 
and side-stepped the need criterion. 

Not only have the issues of SDRs so far been small in amounts and 
irregular in timing but also the present system of allocating quotas is both 
inequitable and contrary to what any need-based criteria would suggest. 
If quotas remain the basis for allocation, not only will every SDR issue 
aggravate the inequality in the distribution of multilaterally created 
liquidity but also every such issue will have to be far larger to meet a 
given estimated nced for international liquidity than if allocation is need- 
based. - : 
The case of the developing countries for linking the issue of SDRs 
to development finance and allocating therefore the SDRs newly issued by 
the Fund to the developing countries is primarily actuated by the objective 
of making SDR allocation need-based. The Brandt Commission fully 
conceded this case when it suggested that. new SDRs should be allocated 
to “countries which are most likely to experience balance-of-payments 
deficits and high domestic costs of adjustment and least likely to be able 
to finance them from alternative sources". Since “many developing coun- 
tries fit into these categories", the Commission felt that there was “there- 
fore a strong case based on efficiency as well as equity for a larger share of 
new unconditional reserves to be distributed to the developing coun- 
tries than is achieved through allocations proportional to the IMF quota 
system"".? 

That SDR must Бе need-based both in the timing and the extent of 
its issues at regular intervals and in its allocations are demands that can- 
not and ought not to be given up. But whether a need-based allocation 
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must necessarily be made in favour of countries on the basis of their poten- 
tial payments need, as the LINK is often understood to imply, not always 
justifiably I believe, or in a pool to be built up for disposition in accordance 
with certain objective criteria of need, with minimum relationship with a 
member's quota in the IMF, is something that we have to be prepared to 
treat as an open question. 


HI. IMF Borrowing : What should determine its size ? 

Viewed in the manner suggested in the foregoing, the multilateralisation 
of liquidity generation may be effected through a combination of SDR 
issue and IMF borrowing. Although the IMF has, as indicated above, 
relied principally on quota subscriptions for the resources it requires to 
finance its type of payments support, it has, from time to time, entered 
into arrangements with the member (and even non-member) countries to 
borrow temporarily both for special purposes as well as for supplementing 
its general resources. Under the present guidelines for IMF borrowing, 
its outstanding borrowing plus unused lines of credit must not exceed bet- 
ween 50 and 60 percent of quotas. 

The earliest borrowing arrangement, entered into, was in 1962. It 
was the General Agreement to Borrow (GAB) specially devised for the 
exclusive use by a small group of powerful industrial countries (G-10) with 
a view to extending help to each other on soft terms and conditions but 
under the Fund's auspices. The Fund borrows from the participating 
coutries in certain specified proportions as and when it needs to extend 
assistance to any of these very countries. More recently, it was decideded to 
enlarge the GAB from $7.1 billion to $19 billion and to make its resources 
available for conditional assistance even to non-participant countries under 
special circumstances. 

In 1974 and 1975, the Fund also entered into borrowing agreements 
with 17 lender countries, to raise an amount of $17.6 billion for the Oil 
Facility which was set up temporarily to finance special low-conditionality 
Fund credit to countries with payments difficulties in consequence of the 
oil price rise. In 1979, another special facility, the Supplementary Financing 
Facility, was established, funded by borrowing to the tune of $8.6 billion 
from 14 lenders. This was in response to the second round of oil price 
increase by which time the developed countries had found, from experience, 
that recycling of funds in their favour was achieved quite effectively through 
the commercial banks and that they did not therefore need the intermedia- 
tion of the Fund for the purpose. So, it was clear that any facility created 
in the Fund would be almost altogether for the purpose of the developing 
countries. It is in this context that one should view the decision that the 
Fund credit to be financed out of the second facility had to carry high 
conditionality. 

As the resources raised for the Supplementary Financing Facility came 
to be committed, the Fund negotiated another set óf borrowing agreements. 
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The principal lender this time was Saudi Arabia which undertook to lend 
the Fund up to$5 billion annually for three years starting with 1811. 
Another set of 18 countries also undertook to lend the Fund a total amount 
of $1.15 billion over a two-year period. The resources thus raised by the 
Fund were again supposed to finance high-conditionality assistance to 
member countries under its policy of enlarged access. 

Two major questions arise with regard to the present IMF borrowing. 
The first question concerns the linking of Fund borrowing to its quotas. 
This cannot but be considered extremely restrictive. Tbe less the Fund 
depends on quotas to provide it with its major resources, and that is how 
it should be, the more it will be necessary to relax the limits on Fund 
borrowing. As a measure of basic reform, it would be advisable to delink 
Fund borrowing altogether from quotas and instead relate it to factors such 
as anticipated payments imbalances, the likely demand for Fund support 
and the Fund's access to other resources. 

The second question concerns the type of sources the Fund should be 
allowed to tap for the purpose of its borrowing. The Fund has so far restri- 
cted itself to borrowing from governments/monetary authorities, and, more 
or less, precluded itself from resort to the private market. Although, lately 
it has been conceded that the possibility of the Fund resorting to the private 
market cannot altogether be ruled out, the dominant view has prevented 
this from coming about. At the same time, phenomenal expansion has been 
allowed to take place, virtually unchecked, in the size of the private market. 
Тһе aggregate of bond issues plus net bank credit expanded from some 
$60 billion in 1970 to $85 billion in 1972; thereafter it has expanded to over 
$1,800 billion by the end of 1985, with both the national monetary autho- 
rities as well as the Fund acting as virtual spectators. While the question of 
instituting some system of international surveillance over this market and 
the Fund's role in exercising such surveillance is a matter for serious consi- 
deration, it ought to be said, in the present context, that by denying the 
Fund access to the private market not only has the international commu- 
nity foresworn the use of a major, proved inst.ument of central banking 
control, namely open market operations, at the international plane, but 
also it has left untapped a major source of finance for the Fund's opera- 
tions. Indeed, if the Fund had a relatively easier access to the private 
market it could possibly have responded much more effectively to the 
situations like what emerged after the first and second rounds of oil 
price increases which resulted in immense payments surpluses on the one 
hand and equally large deficits on the other or what has emerged in more 
recent years with the piling up of debt obligations of the developing 
countries and U.S. payments deficits on the one hand and payments 
surpluses of countries like Japan and Germany on the other. Also, the 
Fund's access to the market would have reduced its dependence on govern- 
ments for budget support, direct or indirect is not always easy to extend 
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because of domestic budgetary consideration for even the most well 
meaning political leadership at the national level. 


Concluding Remarks 

“In conclusion, it must be said that I regard it extremelyi mportant that 
attention is paid first and foremost to laying downa democratic institutional 
framework within which generation of international liquidity takes place 
under multilateral auspices. The Fund's decision making is, at present, 
dominated by a few rich and powerful countries. This framework will 
simply not do. Also, one cannot close one's eyes to the problems of 
transition from the present situation in which the overwhelming bulk of 
international liquidity is generated under national and private auspices to a 
multilateral system of liquidity generation. But these problems difficult 
though they are, should not be difficult to surmount once international 
opinion accepts the need for a rapid multilateralisation of liquidity genera- 
tion. The developing countries, I believe, have a great stake in this shift to 
multilateralisation of liquidity generation because I have no doubt that 
any need-based criteria of issuing and allocating multilaterally generated 
liquidity is bound to give due weight to the developing country needs. 


1. See Fritz Machlup, The Cloakroom Rule of In:ermatlonal Reserve Creation and 
Resource Transfer, R.N. Cooper (Editor), International Finance, Penguin Modern 
Classics, 1969. 

2. See North-South: A Programme for Survival, The Report of the Independent 
Commission on International Development Issues Pan, Books, 1980, pp. 210-2. 
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Active State Control Vs. Market Guidance in 
Á Dependent Capitalist Economy : The Case of 
Се. Sri Lanka—I 970-84 


Introduction 


EVEN after the country’ 5 political independence i іп 1948, the Sri Lanka. 
ecohomy coütinued: to гешаіп ав а classic case of a dependent capitalist 
system. In terms of the dominant mode of production and relations of 
production the economy and the State in Sri Lanka has continued to be 
capitalistic.: Given its extremely high. reliance on foreign markets (a) to 
sell its production as well as to procure its commodity requirements(b) - 
for foreign capital inflows, (c) for production technologies and more 
recently (d) even for jobs for its labour force, the economy has remained 
upto date in an essentially dependent state, in spite of frequently - heard 
rhetoric of self-reliance. The domestic bourgeoisie and elite groups in 
society have clearly failed to extricate themselves from their dependency 
shackles' which had their origins in the period of colonial subjugation of 
society. 

The State in this dependent capitalist system has adopted various 
policy postures to achieve some improvement in the forces of production 
and some socio-economic development, yet without bringing about any 
fundamental change in the existing dependent structure, economically or 
socialy. This. was most clearly seen during the first decade or so after 
independence. The first two regimes after independence (1948-56) were 
quite content with maintaining the colonial economic structure. This was: 
aresult partly of clearly ideological reasons. In addition, the global 
economic conditions of the time made the continuation of those colonial 
structural patterns both economically feasible and politically tolerable. The 
British handed over self-government to comprador elements and elite 
sections of society in Sri Lanka in 1948 without any significant degree of 
articulate agitation for self-rule on the part of the latter groups. Those 
who came to power following the first General Elections, and managed to · 
remain in power also after the General Elections of 1952! were, in 
terms of their class affiliations, committed to maintain structurally the 
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` economic status quo. The economy's dependence on exports of primary 
commodities—tea, rubber and coconut contributing over 90 per cent of 
exports—and. on imports of consumer and other requirements was hardly 
challenged by these regimes. The neoclassical economic wisdom, expressed 
in respect of Sri Lanka atthe time in a well publicised report of a World 
Bank advisory team (World Bank,1953), supported the policy of virtual 
inaction of these early post-indepeadence regimes particularly in respect of 
structural reform. 

The maintenance of essentially the colonial status quo іп economic 
affairs of the country during this period would not have been feasible had 
the global conditions affecting particularly the external sector of the econo- 
my been unfavourable. In actual fact, however, the export economy of Sri 
Lanka enjoyed on the whole extremely favourable external conditions 
until the mid 1950’s, in spite of occasional cyclical difficulties of short 
duration. Essentially due to supply and transport restrictions on civilian 
imports necessitated by the War effort, the Colonial government in its last 
few years could run large external surpluses and as a result, the first post- 
independence regime had, in its early years, large accumulated external 
reserves—as much as 100 per cent of annual imports. Yet the new govern- 
ment maintained rigorous import and exchange controls in 1948-1949, in 
order to help the United Kingdom Bovernment in its management of the 
post-war payments problems. The global conditions changed rather 
drastically in the following year with the onset of the Korean-war-induced 
commodity boom. Although there was an export slump in 1952-3, the 
boom in tea prices which followed in 1954-55 made external economic 
conditions once more very favourable. Thus in terms of global economic 
trends over the entire period, the first two regimes of independent Sri Lanka 
enjoyed : - 

—improving commodity terms of iade, 

—improving import capacity and 

—continued favourable position in external assets. 

Trade policy from 1950 onwards in Sri Lanka therefore had 
witnessed a gradual movement towards free trade. Іп terms of external 
transactions the economic policy of the middle half of the 1950's was in 
many respects more “ореп” than even that of the post—1977 period. And 
іп production.activities, private sector dominance was more overwhelming 
during this period than during the period after 1977. The economy 
of Sri Lanka in the first decade after independence was a classic case of a 
foreign market dependent export economy functioning essentially through 
private merchant capital, both foreign and domestic. 

Forits political sustainability within a parliamentary domocratic 
system which was based on the operation of universal adult franchise and 
had some traditions of popular agitation, the above system of economic 
management, however, had to be somewhat tempered by the state. Hence 
the emergence ofa widespread “welfare state" system characterised by 
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measures like food subsidies, free education, fres health, labour legislations, 
pension schemes and so on. All this required extensive government inter- | 
- vention. Total government expenditure during this period amounted to 
about a quarter of the country's GNP. This again was made feasible by 
the favourable global position of the major export—oriented activities. 
Part of the incomes from these economic activities was taxed and diverted 
for the benefit of the society at large in order to achieve political 
acceptability within the economic status quo. Я 

In spite of all this, chere wasa growing popular discontent against 
the elitist and reform-resistent regime. In the political scene, a new party 
was formed by a Cabinet Minister-who left the UNP, in the early fifties 
under the name of the Sri Lanka Freedom Party (SLFP), which gradualiy 
took over the leadership of the electoral opposition to the UNP. In the 
General Elections of 1956, the UNP was contested by a coalition of parties 
led by the SLFP under the name of Mahajana Eksath Peramuna (People’s 
United Front—MEP) supported by no-contest electoral pacts with other 
major left-wing opposition parties which did по: formally join the coalition. 
The electoral victory won by the МЕР on partly economic and partly 
communal pledges was overwhelming. 

The MEP clearly had certain ideological differences with the outgoing 
UNP—commitment to make the public sector important even in directly: 
productive activities, to provide a stronger push to industrialization, to 
promote centrally planned development and so on. Yet no concrete policy 
action followed naturally out of these different ideological positions 
soon after the electoral victory of the MEP. Gradual opening up of the 
economy for import trade which commenced in 1950, for example, was 
continued till 1958 in spite of deteriorating terms of trade and worsening 
import capacity after 1955. Тһе regime perhaps viewed these latter 
developments as temporazy and cyclical phenomena. External reserves 
which were adequate for almost twelve moaths' imports in 1956 were 
run down toa level of about 35 percent of imports іп 1959. Without 
any significant foreign capital inflows, the regime was thus gradually 
forced by economic developments to take action which indirectly led 
to the implementation of some of its declared ideological commit- 
ments. Action to prepare a comprehensive development plan, of cOurse, 
was initiated soon after its coming to power. The Ten Year Plan. 
released by the planning Secretariat in 1959 embodied some of the ideo- 
logical positions of the new regime. Yet real, effective policy action towards 
implementation of these positions required some pressure from global eco- 
nomic developments. The regime reacted to the emerging weakneses of the 
colonial structure of the export economy produced by unfavourable global 
developments, by imposing controls on foreign trade and payments. This 
was the genesis of the "control regime, in Sri Lanka, which was grad- 
ually-tightened as time passed. This period also  witnessd, after the 
period of wartime scarcities of the 1940s, the emergence and growth of 
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some industrial activity and beginnings of a change in domestic capital 
from a mercantile to an industrial character. This transformation of 
the character of domestic private capital, however was painfully slow. 
Given the small market size and the ruling party's sense of suspicion of 
private foreign capital, there was no worthwhile contribution from the 
latter to expedite the above process of transformation. There was in the 
meantime the emergence of politically intolerable scarcities of necessary 
manufactured goods. Thus the regime was forced to expand the role of State 
capital in directly productive ventures giving rise to the expansion of 
the public industrial enterprises. The regime’s insistence that basic indus- 
tries ought to be in the public sector further promoted these trends. 
Similar developments, some economic, including some nationalization 
exercises, led to the expansion of the role of State capital in other 
economic sectors as well. 


. This system of economic management, the basic elements 
of which were introduced around the turn of the 1960’s and 
gradually deepened and widened over time was thus dictated largely by 
force of events. Ideological predispositions of the regime in power pro- 
bably made any search for other possible alternatives half-hearted. Given 
the forces which determine world opinion about a particular national 
regime, one could, of course, doubt whether the Sri Lankan regime, of 
the late 1950’s had any other viable alternative. Whatever that may 
have been, in the light of the fashionable development paradigms in the 
rest of the contemporary Third World, the policy options adopted in Sri 
Lanka appeared quite the order of the day, 


There is no space here to examine all the ramifications of the post— 
1956 political developments and the resulting changes in eeonomic mana- 
gement. Jt is sufficient to state here that SLFP—dominated governments 
ruled the country till 1965 with the exception of a few months in 1960 
which witnessed a minority UNP —dominated government. A coalition 
dominated by the UNP captured power in the General Elections of 1965 
and ruled the country until 1970. This governmenst made some attempt 
in 1968-70 to break away from the system of economic management 
which had developed from late 1950s but this attempt .was half-hearted, 
not going all the way to adopt IMF prescriptions and also short-lived 
because of the change of government in 1970,2 


This brief historical overview brings us to the period taken up for 
detailed analysis in this paper, which incorporates two interesting sub- 
periods each prescribing a somewhat different policy stance for the achie- 
vement of the objectives of growth and development. The year of demar- 
cation for this periodisation obviously is 1977, which witnesed а 
change over from a strongly dirigismic system to a largely market- 
oriented system of economic management. The present study is an 
attempt to bring out the major differences in these policy regimes and 
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those in their performance within the dependent Sri Lankan economic 
system. 


Before going into any analytical issues, it would be worth presenting 
a brief description of political party composition of the regimes in power 
during 1970—77 and since 1977 respectively. The regime which came, 
to power in the General Elections of 1970 was a coalition of political . 
parties in which the SLFP, as the leading partner, joined hands with two 
political parties ОҒ Marxist ideological beginnings and history —the Lanka 
Sama Samaj Party (LSSP) and the Communist Party (CP). In terms of 
ideological dispositions of its thembers, the SLFP too had its fractions of 
the right and the left. It may be noted that the above coalition in its enti- 
rety existed only upto 1975 when LSSP "abandoned it due to intra-coali- 
tion conflicts. Тһе СР too followed suit about a year later and as a result, 
the next General Elections in 1977 were fought by the SLFP without its 
former coalition allies. In respect of the composition of the 1970-77 govern 
ment, it may be noted here that prior to departure of the LSSP from the 
coalition, three cabinet portfolios were held by members of that party with 
another portfolio held by the C.P. In addition, a number of left-wing 
SLFPers also found places in the Cabinet of Ministers and naturally in 
terms of rhetoric as wellas in terms of certain policy measures actually 
adopted, the regime of 1970-77 presented itself | in a somewhat radical 
posture with a lot of "socialist" flavour added to it. a À 


The regitne which came into power in a sweeping victory in the 1977 
General eléctions: and ‘continues to rule the country to date, is a 
government, for all intents and purposes, entirely of the United 
National Party. Despite personality confilicts which are considered 
to be rampant in the government and ruling party, almost, all the 
powerful personalities, who were given Cabinet portfolios in 1977 do 
still continue to be in the government. The leader of the UNP who 
became Prime Minister in 1977, continues to function as the executive 
Head of State after the constitutional changes of 1978 which converted the 
Sri Lankan Westminister-type of Cabinet government of the post-indepen- 
dence era into a Presidential form of goverment. 


State Policy : An Overview of Objectives and Approaches 


In neo-classical economic discussions, the State is considered to be an 
objective and impartial arbitrator, treating different individuals, groups, 
and ‘classes in society equally and trying to protect the interests of the 
weak and the vulnerable. This position is common irrespective of whether - 
the role assigned to the State in economic affairs is of marginal signifi- 
cance as іп .micro-economics ог ап active, central one as in Keynesian -- 
macro-economics. The above perception pervades the entire neo—classical 
discussion of State economic policy. Even common sense shows that the 
State and its instrument, the government, in any country are representing 
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aud are acting to ‘defend the interests of some groups and classes more 
than the others. In terms of the class interests it has tried to serve, the 
Sri Lankan State оуегіһе entire period under consideration here шау be 
characterised as a bourgeois or capitalist State subject to all the complica- 
tions and distortions emerging from the colonial history and persisting 
capitalist underdevelopment of the country. Various structural and 
‘institutional characteristics, descriptive titles and policy stances of course 
have been widely used to camouflage the true nature of this State. 

The State clearly was not in a position to serve the interests of the 
bourgeoisie in an undiluted form for various historical, political and social 
reasons: The practice of universal adult frachise in Sri Lanka since 1931 
is quite well-known. Changes of regimes between ‘different political group- 
ings since. political independence in 1948 have been briefly documented 
above. There was a history, of social legislation іп the country running 
into the colonial era; Similarly quite long is the history of left-wing 
Marxist politics and trade-union organisations. Relatively wide-spread 
educational facilities and high litéracy rates, together with the experience 
among poor sectíons ofthe population in various movements of social 
protest are thought to have created a high political awareness among the 
people. Different people may interpret the social and political impact of 
the above in different ways. Even if one puts their impact at a minimum 
one. will nevertheless realise that they somehow prevented the country's 
basically capitalistic regimes from following a laissez-faire market domi- 
nated policy for undiluted benefit of the well-to-do classes. The very.sus- 
tenance of the bourgeois State required varying doses of “social welfarism” 
in order to prevent revolutionary struggles. 

The stated governmental policy objectives in Sri Lanka should be 
understood in the above background. A reader of numerous official state- 
ments would come up against a number of policy objectives which are 
frequently cited : (a) economic growth, (b) redistributive justice (or social 
justice ог "social welfare"), (c) employment creation, (d) export promo- 
tion and (e) internal and external economic stability (see ILO, 1971, pp. 
11-21 and Lakshman 1973, рр. 246a-246k for a review of the early docu- 
‘mentation pertaining to` this question). Following the generally accepted 
practice within the discipline of development economics, one may incorpo- 
rate most of these different elements in the government’s objective function 
within the short-hand expression of “economic development”. The major 
component in this development рое Паз been, to use а well-familiaris- 
ed phrase, “redistribution with growth’ > (Chenery, et al, 1974). Space 
does not permit a detailed documentation here but available official pro- 
nouncements as well as the actual combinations of various policy instru- 
ments clearly -indicate that the Sri Lankan State since Independence upto 
date has been trying to achieve both economic growth and social justice, 
although different political regimes of this era placed varying priority 
ratings on the two elements of this growth-cum-social justice package. 
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The priority placed on the element of social justice during 1970-77 was 
apparently higher than during the period after 1977. 

Although there were dissenting voices based on suspicions about the 
reliability of data (Lee 1977a and 19775), the generally accepted interpre- 
tation of Sri Lankan development experience ia the 1970's was that, due 
to policy bias in favour of redistributive justice, the society moved gradu- 
ally towards greater equality (Rasaputram, 1972; Jayawardena, 1974; 
Marga Institute, 1974: Lakshman, 1575а, 1980b, and 1986). The con- 
temporary achievements in the sphere of social development and basic 
needs satisfaction had in fact produced favourable comments from even 
World Bank (WB) quarters (World Bank, 1980, p. 90). Yet the most 
fundamental criticism levelled against the redistributive bias of economic 
policy during 1970-77 was that it directly led to sluggishness in economic 
growth. А favourite theme of various advisory teams of the IMF and the 
WB to Sri Lanka during the entire post-independence era was that Sri 
Lankan policy sacrificed output growth in order to bave a more equal 
income distribution. (see Myint, 1985 for a recentarticulation of this 
position). The arguments presented in this connection have been examined 
by the author elsewhere (Lakshman 1975) and what requires to be stressed 
here is that the neo-classical case about the conflict of growth and redistri- 
bution objectives in economic policy has been wholeheartedly accepted by 
the 1977 regime which initiated an IMF-WB sponsored stabilization- 
adjustment policy package in the country (Laksbman, 1985). Due to 
political reasons, however, the post-1977 regime would not entirely discon- 
tinue the various redistributive elements of policy. It maintains the 
rhetoric that its policy too continues їо be one of “growth with redistri- 
bution". Nevertheless, presenting the argument that before being concern- 
ed with.the question of distribution the government must ensure the 
enlargement of the total cake to be so distributed, the regime after 1977 
has consistently attempted to make “growth” the priority objective of 
policy. Redistribution, basic needs and living conditions of the poor have 
been made issues which have to be tackled separately, depending on the 
impact of growth stimulative and structural adjustment policies on the 
society's vulnerable groups. 

In respect of the fundamental approaches and strategies adopted to 
achieve objectives of growth, structural change and redistribution, the 
regimes of 1970-77 and of the post-1977 period show certain similarities 
as well as major differences. If one adcpts the "mixed economy" category 
found in economic writings, the approach of different post-Independence 
regimes in Sri Lanka towards the above composite objective was through 
a "mixed" capitalist system. Private enterprise, local and foreign, small 
and large, was allowed to operate under different types and degrees of state 
guidance. State capital, however, has been assigned a significant role to 
fill in the gaps created by the lack of private capital or unwillingness of the 
private sector to perform the roles assigned to it. The role of the govern- 
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ment sector in selected areas has been permitted to become increasingly 
prominent. Resource allocation patterns have generally been determined 
in accordance with the dictates of the price machanism, although direct 
controls and other interventionist mechanisms of the State have been 
given varying responsibilities in this regard. The combination of public/ 
private elements and price mechanism/State intervention elements during 
1970-77, within the then contemporary model of the “mixed economy", 
has obviously been different from that of the subsequent period. Following 
the usual IMF model, private capital in genera! and foreign private capital 
in particular, receive greater prominence and the price mechanism is 
allowed to play a freer role within the regime after 1977 than within that 
of 1970-77.3 Yet even after 1977, public enterprises established prior 
to 1977 have been allowed to exist, in some instances, even to expand. А 
couple of new public enterprises were established.* The role of the 
general government continued to remain ata high level. Direct controls 
and ‘other interventionist means of the State have not been completely 
done away with. 

Thus there has been a. considerable degree of continuity as between 
the 1970-77 and the post—1977 regimes in respect of their respective 
“mixed”? economy strategy. Within the private capital-State capital “mix” 
in the Sri Lankan capitalist economy throughout the post-independence 
era, private capital (private sector) has continued to be the dominant 
partner, when the whole economy is taken into consideration, although 
intentions of making State capital (State sector) the dominant or the lead- 
ing partner have been expressed during the early part of 1970-77 regime 
(Minister of Finance, 1970, p. 3). Statistical data to directly quantify the 
relative size of the public or the private sector within the national econo- 
my with any degree of confidence are not available but some idea can be 
formed about the subject by perusing the percentages in Table 1. 

The most relevant proportions for a consideration ofthe relative 
size of the public (alternatively, private) sector in an economy are (a) 
public sector value-added as per cent of GDP or GNP and (b) public 
sector share of total employment. None of these percentages can be 
calculated comprehensively for Sri Lanka with the help of available data. 
The percentage for 1975 in row 1 of Table 1 was the result of an indepen- 
dent study the type of which has not been repeated for any subsequent 
year. That proportion also however, understates the contribution of 
total public sector to national value added since “public enterprises" as 
defined in the said study formed only a part of the total public sector. А 
very approximate guesstimate puts the total public sector share of GNP 
in 1975 at about 20 per cent (Lakshman, 1975b, p. 112). Since the effects ` 
of the nationalization of company estates аге not fully reflected in this 
proportion, public sector share of the economy by the end of the 1970-77 
regime might have been around 25 percent. Given the private sector 
bias of policy and the apparent structural changes since 1977, this share 
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today would be somewhat less, but unlikely іс be very much less than in 
1977. Whatever the exact numbers involved, it is quite clear that the 
majority of the country's economic activities is in the hands of the private 
sector, even though relative to other developing countries with basically 
capitalistic structures, Sri Lanka may be said to be having a - large public 
sector. ў А " 

Yet there аге substantial differences between the two regimes also іп 
their respective attitudes towards State capital and private capital. The 
regime of 1970-77, as already noted, visualised а "mixed" economy with 
its leading role assigned to State capital, with the “commanding heights" 
of the economy to be run by State capital. The post-1977 regime on the 
other hand, in its policy statements as well as its policy action, believes in 
a "mixed" economy with private capital as the major partner. Although 
‘a wholesale privatisation or liquidation of the public enterprises it inherit- 


Table 1 
SOME PERCENTAGES INDICATING THE RELATIVE SIZE OF ` 
PUBLIC SECTOR, 1975 AND 1983 





1975 1984 

1. Value-added in Public Enterprises 

as per cent of GDP (*a) 11.6 — 
2. Public consumption as 7; of Gross 

National Expenditure (*b) 9.4 6.6 
3. Share (%) of Public sector (*c) in 

Gross Domestic Fixed Capital 

Formation 41.1 53.7 
4. Total Government Expenditure 

as % of GNE at Market Prices 27.3 34.6 
5. Total Government Revenue as 
^ 9% of GNP at Factor Cost Prices. 20.0 28.0 





Notes: (*a). Pubiic Enterprises here are public sector establishments which sell their 
output in the market and earn atleast 507507 their current expenditure 
through such sales revenue. 

(*b). GNE is the sum of private and public consumption, gross domestic capital 
formation and net investment abroad less net receipts оҒ international gifts 
and transfers. , 
(*c). Public sector includes general government and enterprise type government 
departments plus public corporations. For the period after 1982, Central 
Bank reports do not provide data оп GDFCF in "government corpor- 
ations” and “Private sector" separately. The 1984 GDFCF in “public 
corporations" used in the calculations in this Table is based on an 
application of the relevant 1982 proportion to the total for “public 
corporations and private sector”. 
Sources ; Lakshman, 1975b; Central Bank Annual Report 1984, 
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ed was never mooted because of ‘the adverse political repercussions of such 
a move there was no hesitation in taking any one of these actions in res- 
pect of public sector economic ventures of continuously doubtful financial 
viability. These ideological differences between the two regimes in respect 
of attitudes towards private capital arises partly from the very composi- 
tions of the. ruling political elites and partly from the differences in the 
influence exercised on these two regimes by donor countries and their 
agencies like the IMF and the WB (Lakshman, 1985). 


In the taxation field fiscal incentives to promote private sector initia- 
tive were common to both packages—tax holidays, tax exemptions of 
capital expenditure, lump sum depreciation allowances, development 
rebates etc.—with the post-1977 regime offering a package of fiscal incen- 
tives with a greater degree of variety and intensity. For example, there 
was, during the post-1977 period, a widening of taxable income bands in 
the country's system of progressive income taxation and a substantial 
reduction of tax rates applicable to various income slabs—an action 
necessitated by inflation in addition to ideological considerations. 


Various nationalizations of private property? carried out during 
1970-77, of which the most important one perhaps was the nationalization 
of plantations in the 1972 and the 1975 steps of the Land Reform legisla- 
tion, no doubt, created a sense of insecurity and a lack of confidence in 
the minds of private capital, thereby counteracting some of the stimulating 
effects of the fiscal incentives offered to it by the State. А similar impact 
was created by the ceilings imposed on individual incomes and the owner- 
ship of houses during this period. The Business Undertakings (Acquisi- 
tion) Act of 1972, from the point of view of private capital, was one of the 
most obnoxious pieces of legislation enacted during this period. 

In contrast, the very fact of the UNP coming into power іп 1977 
provided an enhanced sense of security and confidence to private capital, 
both domestic and foreign. This has naturally strengthened the stimulating 
effects of the larger package of incentives provided by the post-1977 
regime. All this happened primarily because of the mere change of regime 
in 1977 and not because of any sharp discontinuity in what private capital 
was specifically offered by the new regime soon after assuming power. 
This shows that although the interests of certain sections of the bourgeoisie 
were represented by the Sri Lanka Freedom Party which was іп power 
during 1970-77, the bulk of the country’s bourgeoisie considered the UNP 
as the major custodian of their interests. Taking just one example, we 

“шау note that the Business. Undertakings (Acquisition) Act which was 
already referred to was not repealed by the post-1977 regime and was in 
fact, used at leastin one instance by that regime. Yetin the minds 
of private capital, it does not appear to be any more obnoxious as it was 
under the previous regime. 

- A point worth noting specifically is the heavy emphasis placed-on 
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direct foreign investment (DFI) after 1977. As shown by official docu- 
ments (cf. Government of Lanka, 1972), DFI was welcome even during 
1970-77. Through eliminating the restrictions placed оп DFI by earlier 
regimes and infrastructure provision by means mainly of the setting up of a 
free trade zonc? the post-1977 regime expanded the incentives available 
for DFI substantially, so that a significant proportion of new investments 
undertaken during 1977-85 in a variety of economic activities like manu- 
facturing, hotels, restaurants, construction etc., has been of foreign origin. 
Promotion of DFI is, as is well known, a major element in IMF-World 
Bank packages everywhere in the Third World. 


Controls Vs. Market 


There are other significant differences between the two regimes in 
respect of the nature and extent of State intervention in the private econo- 
ту. As indicated in the very title of this paper, the regime of 1970-77 is 
widely described as one of active State control whereas the subsequent 
regime is described as one of guidance of the economy through market 
forces and price mechanism. The difference here, much talked about in 
various quarters, of course, however, is not an absolute one as already 
noted. Guidance through market was present during 1970-77 and direct 
controls have been practised even after 1977. 

The major reason for calling the 1970-77 regime a “control regime" 
` ог one of dirigisme is the widespread utilization of direct state controls 
during that period in three main economic spheres: imports, foreign 
exchange transactions and prices of articles of mass consumption. After 
1977 policy reforms, direct controls which existed in these areas were 
drastically reduced, with continued operation of licencing and other con- 
trols in spheres like investment approval. It is mainly beeause of elimina- 
tion or reduction of direct controls in respect of imports, exchange 
transactions and domestic prices, the post-1977 regime is variously des- 
cribed as one of “free economy", “open economy", “‘market-oriented 
economy" etc. 

The main elements of the policy reforms, announced towards the 
end of 1977, in the promulgation of which the IMF and the WB were 
instrumental in a determining way, can be listed briefly as in the following. 
Such a list is also able to bring out the differences of that policy package 
with that of the 1970-77 period. One must, of course, add the caveat that 
any summary presentation of a complex economic strategy, by leaving out 
useful details, may fail to provide a completely adequate description of its 
nature : 

(a) Liberalisation of most imports and exchange payments. 

(b) Abolition of most price controls while keeping a system of 
"administered prices" for certain products of importance in the 
society’s consumption pattern and grant of greater autonomy 
to public corporations for more realistic pricing policies in order 
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to.help them achieve “commercial viability". 

(c) Attempts to reduce budgetary expenditure on account of food 
subsidies by introducing a system of “food stamps" whereby 
stamps of a given value were issued to low income families and 
market forces were allowed generally to determine the prices of 
commodities purchaseable with these stamps. 

(d) Promotion of private enterprise, including direct foreign invest- 
ments through a wide array of fiscal, infrastructural and other 
incentives, 

(e) Restraint in granting wage demands in general and those within 
the public sector in particular along with repressive measures on 
the trade union movement. 

(f) An appearance of restrictiveness in monetary measures marked 
with unprecedentedly high interest rates and intermittent credit 
squeezes imposed on commercial bank lending. Apart from 
short periods of these credit squeezes, however, private and 
public sectors do not seem to have encountered much difficulty 
in obtaining the required bank credit. In that respect, easy 
money conditions have been maintained. 

(g) Sharp increases in government capital expenditure, particularly 
on infrastructural and housing projects, despite the fact that 
this necessitated the running of large budget deficits, even if 
they had to be bridged through inflationary finance. 

_ (h) Search for increasing volumes o! “foreign aid". 

(i) Measures to promote economic activities earning foreign 
exchange (export-oriented industry, export crops, tourism, 
labour migration for foreign jobs etc.). Hence the claim of the 
proponents of the “open economy" that their strategy is one of 
"export-led-growth". 

(j) Sharp devaluation ofthe currency in November 1977 followed 
by a gradual downward floating of its value (see below for 
details). 

There are many contradictions in the policy package as promulgated 
and implemented after 1977. A discussion of these contradictions requires 
a` detailed sector-wise analysis of the package and its implementation. 
Such a detailed analysis, though interesting, lies unfortunately beyond the 
scope of this paper. 

One point in this connection, however, may be made. In attempts to 
find a brief descriptive title for the above package, the poy amen spokes- 
men have come to prefer the title of “open economy”. The message 
implicit in the use of this title is that the economy is made to operate 
essentially on a private enterprise basis, gudided by free market forces— 
basically the type of economy envisaged by monetarists like Milton 
Friedman (Friedman & Friedman, 1980). The “openness” however, is 
limited to trade and exchange payments. In most areas, bureaucratic power 
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has in fact become strengthened and centralised. Areas of activity open to 
private enterprise are, по doubt, almost unlimited ; yet the role of public 
enterprises in the economy continues also to be very prominent, in some 
sectors, even dominant. Such contradictions in the policy of “open econo- 
ту” do clearly have their economic, political and social rationale but the 
discussion of this in detail could be a study in itself. 


Exchange Rate Policy 


The period 1970-77 was characterised by a system of dual exchange 
rates. While selected import and export transactions were permitted to be 
carried out at the official exchange rate, the others were subjected to the 
purchase of the so-called Foreign Exchange Entitlement Certificates 
(FEEC). Depending on the prevalent FEEC rate, foreign currency was 
given a premium value over the official rate. At the time of withdrawl of 
FEEC system in 1977, the prevalent FEEC rate was 65 per cent above the 
official rate. In addition to this dual exchange rate system, there was also 
а system of Convertible Rupee Accounts (CRA) since 1973, which also . 
was abolished with the wide-ranging import liberalisation and exchange 
reform in 1977. - A proportion of foreign earnings from selected economic 
activities was allowed to be kept in Convertible Rupee Accounts under 
this scheme. The objective here obviously was the promotion of such 
activities. These permissible CRA proportions varied from one recognised 
economic activity to another and at the time of its abrogation, the highest 
allowed proportion was 25 per cent of exchange earnings. 

The introduction of import liberalisation as part of the IMF/World 
Bank package іп 1977, also involved a drastic charge in the exchange rate 
policy. Having eliminated the FEEC and the CRA schemes, the rupee 
was devalued by about 42 per cent in November 1977 and was subse- 
quently put ona floating system in which, the float has been consistently 
опа downward path to date. A US dollar which was worth, on average, 
Rs. 15.50 in 1978 is, at the time of writing, worth aver Rs. 27.50—another 
44 per cent depreciation (from the 1978 rate) over a period of less than 
eight years. There is, at the time of writing, a strong body of opinion 
clamouring for a further substantial depreciation of the rupee on the 
grounds that the exporters are at a disadvantage vis-a-vis their competitors 
in foreign markets since the economic developments at home and abroad 
have made the rupee over-valued once more. 


Drive to Attract Foreign Capital 

Since policies to attract direct foreign investments have been com- 
mented upon earlier, the attention will be focussed here mainly on "foreign 
aid" or official inflows of foreign capital. Inward remittances of Sri Lan- 
kans working abroad also are briefly commented upon. 

Data in Table 2, extracted from the Central Bank's summary 
presentation of the country's balance of payments, indicate the trends in 
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“foreign aid” receipts during 1970-84. “Foreign aid” receipts as indicated 
: in various other places in Central Bank’s own publications and in other 
official documents may not totally agree with the magnitudes shown in 
this Table. But the divergences concerned are small and may be ignored 
for present purposes. ^ ` ic ae’, 

One of the major distinguishing characteristics ‘of the period after 
1977 in terms of aid disbursements as compared to 1970-77 concerns the 
relative size of these aid receipts. At current rupees, the aid inflows after 
1977 rose to a phenomenally higher-level as compared to the period 1970- 
77. This conclusion holds also in per capita terms. Aid inflows at current 
prices as a ratio of GNP at current factor cost, remained around 3 per 
cent before 1977 and.rose sharply by three times to over 9 per cent in the 
subsequent period. Ав а result of phenomenal increases in import prices 
over the period 1970-84, due partly to world inflation and partly to rupee 
depreciation, aid inflows in import purchasing power terms however, have 
not registered as high growth rates as reflected in current price data. Yet 
even in this sense there were moderate increases as shown in the rows 6 
and 7 of Table 7. In economic analysis, what is no doubt important is the 
extent of increase in aid inflows in import purchasing power terms. Yet 
their phenomenal increases in current price terms seem to have attracted 
the greatest interest of the politicians thereby influencing their decision 
making significantly. In this sense, these differential rates of foreign aid 
inflow between the two periods under consideration ought to be considered 
as а major one among the discontinuities found between the two regimes 
concerned. This is further capable of explaining, to a great extent, some 
ofthe major dissimilarities that are found in the economic and social 
performance of the two regimes during their respective periods of rule. 

Enhanced inflows of foreign aid have characterised the aftermaths 
of IMF-World-Bank-induced liberalization packages every where in the 
Third. World. These aid funds in the case of Sri Lanka flowed into not 
only major infrastructural ventures like Accelerated Mahaweli Develop- 
ment Project, but also into socio-economic developmental experiments like 
Integrated Rural Development Programmes. It is also to be noted that 
unlike in the preceding period, the bulk of the aid funds fof the post-1977 
period have been received either as outright grants or as loans with a high 
grant element. 

The differences in aid inflows as between 1970-77 and the period 
since then, raise a number of issues of policy level significance. Space does 
not permit a discussion of all these issues. An important one among 
these issues concerns the role of “domestic policy” in stimulating foreign 
assistance to a Third world regime. It іѕ а widely accepted tenet in “aid” 
giving that the regimes which show greater capability and political will to 
help themselves will be given greater amounts of aid. The “capability and 
political will" here are often not judged with objectivity. A regime is 
judged capable and having the necessary political will only if it is willing 
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to go ahead with a certain type of market-oriented policy package which 
would perpetuate the kind of unequal exchange that exists between the 
donors and the recipients of "aid". The sharp increase in foreign aid 
inflows after 1977 was clearly not guided by any objective evaluation of 
*performance" but was stimulated by the mere adoption of a neoclassical 
policy package, dogmatically believed to be *correct" by major donor 
countries and their institutional agents. 


Table 2 
NET FOREIGN AID INFLOWS : SELECTED YEARS DURING 1970-84. 


Rs. Million except rows 4.5 & 7. 
1970 1972 197 10983 1984 


1. Official Grants 75 100 490 4016 3902 
722. Official Loans 340 290 453 $611 8381 
3. Total (1+2) 415 390 943 10627 12283 
4. (3) above in per capita 
terms (Rs.) 33 30 68 690 787 
5. (3) аһоуе ав % of GNP 
at Current Factor Cost 3.2 2.7 2.7 9.8 9.1 


6. (3) аһоуе deflated by 
import price index 


(1978—100) 2125 2166 1741 2834 2960 
7. (6) above іп per capita 
terms (Rs.) 170 168 125 184 190 


Source : Balance of Payments Table in Central Bank Annual Reports (various). 


Despite such enhanced flows of foreign aid, Sri Lanka was unable in 
the post-1977 period, to meet the balance of payments problems created by 
liberalised imports. As a proportion of merchandise exports, the country's 
trade deficit increased from 15 percent in 1976 to 81 per cent in 1983* 
and the deficit оп the goods and services account of the balance of pay- 
ments, from 13 per cent to 87 per cent during the same period. Apart 
from foreign capital inflows on official and private accounts, “a major for- 
eign exchange inflow which helped to ease the balance of payments problem 
created by liberalization was the increased volume of foreign exchange 
remittances of the Sri Lankans working abroad. 

These private transfers, at current prices, increased by about 63 times 
as between 1976 and 1983, coming to contribute 17 per cent of the 
country’s foreign earnings in the latter year. This increased flow of inward 
remittances from Sri Lankans working abroad is significant not only 
because of the salutary effect they produced on the country’s weak balance 
of payments but also because of their wide-ranging social impact among 
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the low income strata of society, which provided the bulk of these migrant 
Workers. К . 

In respect of relationships with the rest of the world, the government 
of 1970-37 used to call itself a regime going for “self-reliant development". 
Objectives of its policy measures in the fields of foreign trade, external 
payments, direct foreign investments, industrialization etc. were often 
subsumed under this broad heading. It is not possible here to go into the 
question of to what extent this regime managed to achieve such self- 
reliance іп its economic management of the country. By contrast anyway, 
the post-1977 regime does not even claim to be following a strategy for 
self-reliant and autonomous development. Its approach seems to be, 
deliberately or otherwise, to widen and deepen the country's dependence on 
the rest of the world and to pursue a clearly dependent capitalist strategy, 
with the apparent pious hope of getting ош of that dependence by an 
unspecified future date. In the present day world environment, whether 
this is a realistic hope and when that could be successfully achieved depend 
on the behaviour ofa number of uncertain and unpredictable variables. 


Fiscal and Monétary Policy 


Table 3 presents the most important elements of data required to’ 
understand the differences between the country’s fiscal management in 1970- 
77 and since 1977. With very little financial support internationally 
(Table 2) the 1970.77 regime in Sri Lanka Най to manage: its public 
expenditure programmes within limits set by the following : 

(a) tax and other revenues that could be raised while maintaining 
private sector investment and production incentives at required 
levels : ) 

and 

(b) the extent to which deficit financing could be resorted to without 
endangering price stability. 

The very objective professed by the regime—economic growth, along with 
social justice within a healthy mix of State and private capital—clearly 
imposed the above restrictions with respect to' its budgetary management. 
Thus government expenditure at constant prices as between 1970/71 and 
1977 expanded by, an extremely moderate 20 per cent, with total 
revenue also at constant prices however, risin g by 37 per cent. Govern- 
ment expenditure and government revenue remained around 20 and 
28 per cent of GNP during this period. Budget deficit during the 
period was less than 40 per cent of government revenue and less than 10 
per cent of GNP. Total public debt outstanding which amounted to 69 per 
cent of GNP at end of 1970-71 financial year dropped to 65 per cent in 
1977. In 1974 it was even lower at 56 percent. If 1977 figures which are 
also influenced by policy changes of that year are excluded, external public 
debt outstanding remained less than 100 per cent of the country's exports 
during the regime of 1970-77. ! 
i 
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Budgetary practice after 1977 presents a significant contrast to that 
of 1970-77, in spite of the regime's claims of greater discipline in budgetary 
management. At constant prices, government revenue increased by 113 
per cent between 1977 and 1984 and government total expenditure by 130 
рег cent. The budget deficit thus became very large—over 60 per 
cent of government revenue and 15 per cent of GNP during this period if 
the exceptional year 1984 is excluded. Total public debt outstanding was 
76 per cent of GNP in 1980, 79 per cent in 1983 and 71 per cent in 1984. 
Total external public debt tose to 184 per cent of the country’s export 
earnings in 1983 and 144 per cent in 1984. 

Any evaluation of the relative performance of 1970-77 policy and 
post-1977 policy in Sri Lanka requires a careful consideration of the above 
facts. The policy pdckage of 1970-77 is generally described as one of 
dirigisme and the subsequent package as one of promoting.a market 
economy. The latter type of policy, globally speaking, finds its conceptual 
and theoretical backing in monetarism, which prescribes minimal State 
intervention for growth, full employment and stability. The Sri Lankan 
“open” economy which is considered to be a test case of the application of 
monetarism in the Third World, in contrast, however, represents expanding 
rather than contracting State activity. Asa result, its achievements and 
failures cannot be described only as reflections of the increased market- 
orientation of the economy after 1977 but also as reflections of increasing 
State activity which accompanied that greater market orientation. 

Another area in which the post—1977 policy package in Sri Lanka 
does not fall completely into the monetarist-IMF-WB mold is its domestic 
monetary management. ‘Restrictive monetary management is generally 
part of stabilization-adjustment packages imposed on Third World count- 


tries by the IMF and the WB. The Sri Lankan package after 1977 includes, 


on the monetary front, both restrictive and expansionary elements. Along 
with the policy reforms of 1977, interest rates have been raised to unprece- 
dented heights in the formal sector of the money and capital markets, 
pushing up also interest rates in the unorganised sector of the market. The 
restrictive influence thus introduced into the monetary field has been 
largely negated by conditions of easy availability of credit. Deficit financing 
by government contributed further to monetary expansion. While the 
narrow money supply (ie. currency and demand deposits held by the 
public) increased by 169 per cent over 1970-77 it increased by 214 per cent 
over 1977-1984. 'The corresponding increases for the broad money 
supply were 177 per cent and 398 рег cent respectively (Table 4). Loans 
tothe government from the banking.sector increased by a mere 17 per 
cent in the former period but by 387 рег cent in the latter. Тһе 
corresponding percentages of increase forloans to private sector for the 
two periods, on the other hand, were 258 and 511 per cent respectively. 
It is indeed surprising to see а regime which undoubtedly has blessings of 


28 - SOCIAL SCIENTIST 


thé IMF and the WB carrying out such expansionary , instietary Қ 
management, m E 





БЫ 2. ТаМе 4 
Р " з ы 0% . 
SOME BASIC DATA ON MONETARY TRENDS : 
Ms dt SELECTED YEARS 1970-1984 
: қ Rs. Million 
` End of Year 
5.4 1970 1977 1984 
"Nártow Monty Supply (“а) 21,997 5,366 16,824 
Broad. Money Supply (*b) >> 3,145 8,717 43,427 7 
Net Loans from the. Banking sector 
to Government (Outstanding) ` 2,559 2,089 14,554 
. Gross Amount of Loans to | 
Private Sector (*с) (Outstanding) 1,617 5,786 35,372 


Notes : *a. Currency and demand deposits held by the public 

*b. Narrow money supply plus time and saving deposits 

жс, Includes co-operatives, government corporations and other private sector. 
Source : Central Bank Annual Reports (Various) 


Growth, Employment and Inflation 
І Thé available data on growth, employment and inflation during 
1970-84 are summarised in Table 5. The rate of growth of the economy, 

.pérhaps thé most widely used indicator of an economy's overall per- 
formance, averaged 3.l per cent per annum during 1970-77 and 5.9 per 
cent per annum during 1978-84. The economy's differential performance 
in terms of this indicator was the result of the interaction , of a whole , 
gamut of diverse factors, social, political, economic, climatic etc. Every 
period: in the social history оҒ a country would have had its share of 
favourable.and adverse: factors influencing socio-economic development. 
One could argue, perhaps justifiably, that the inferior growth perform- 
ance of the Sri Lankan economy during 1970-77 as compared to the sub- 

. sequent period, had been due largely to the incidence of a series of adverse 
phenomena and developments, which were unrelated to domestic economic 
policy. ' There, is no doubt some validity in this argument but non- 
policy variables alone cannot fully explaic the differential growth . 
performance of the two regimes. The causal influence of differential , 
policy postures in this regard is undisputed. "E 

Liberalisation, reduction of controls, and greater incentives to 
` private sector following the adoption of IMF-World Bank policies, leading 
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to phenomenal increases in “foreign aid” have, in most countries, initially 
led to increases in.growth rates—a reflection of a "beginners! luck" as 
this pheomenon has been described in a study pertaining to a similar 
experience of another country (Bello et al, 1982, p. 42). The gradual 
decline іп the growth rate from 1978 to 1983" and the continuing 
structural weakness of the economy (see below) make one wonder whether 
these initial, bigh growth rates are indicative of a “Беріппегѕ’ luck" also in 
Sri Lanka. % 

All the three price indices, used in Table 5 to compare movements 
inthe general price level duringthe two regimes have their statistical 
limitations. All ofthem anyway indicate relative price stability during 
1970-77 as compared to the subsequent period. In terms of the Colombo 
Consumers' Price Index, commonly known as the Cost of Living Index the 
average rate of inflation in 1970-77 was 5.7 per cent per annum, in contrast 
to 16.6 per cent in 1978-84. The corresponding rates in terms of the GNP- 
implied deflator are 11.8 and 15.1 per cent respectively. It may be noted 
that of the seven year period 1970-77, the rate of price inflation was quite 
atypically high in 1973, 1974 and 1977 according to this index. 

The abnormally high inflation rate of 1973-74 was a clear reflection 
of the influence of factors outside the control of domestic economic policy 
—oil price hike and the world grain shortage, further strengthened by 
internal drought conditions. The atypically high inflation rate of 1977, as 
shown by the GNP—deflator as well as the Central Bank’s Wholesale 
Price Index probably incorporates the influence of new economic policies 
introduced towards the end of that year. ` 

The relatively high inflation rate (on average) of 1977-84, on the 
other hand, is directly attributable in very large measure to domestic 


. economic policy. Policy measures like exchange depreciation, high 


interest rates, sharp increases in money supply due to deficit financing and 
others reasons, elimination of most price controls and abandonment of 
consumer subsidisation are of particular significance in this regard. Given 
the heavy dependence of the country on foreign sources for its consumer, 
intermediate and capital goods requirements, consistent exchange deprecia- 
tion since 1977 appears to have been by far the most important factor 
behind the more rapid inflationary conditions after 1977 (Lakshman & 
Athukorale, 1985). The open economy policy has so far failed and does 
not appear to be able in the near future, to provide an autonomous and 
self-sustained strength to the country's balance of payments (see below). 
This means that, under the IMF-World Bank patronage, exchange depre- 
ciation is likely to be a persistent phenomenon. 'Pressures from influential 
quarters of exporters for further depreciation has already been noted. It 
appears as if a further sharp depreciation of the currency was temporarily 
averted in 1984 and early 1985 because of the contemporary tea boom. 
With tea prices declining, pressures to depreciate the rupee further are 
likely to gain momentum in the near future. In that situation, without ade- 
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Table 5 
ECONOMIC GROWTH, INFLATION AND UNEMPLOYMENT RATES 1970-84 





(Percentages) 
Annual Rate 
Year of GNP Annual Rate of Inflation 
Growth 4. 
(constant prices) Colombo GNP * Whole Rate of 
Consumers’ implied sale Open 
Price deflator Price employ- 
Index 1970=100 Index ment (% 
(Central of « 
Bank) labour 
1974= force) 
100 *a 
1971 0.5 2.6 5.0 — 18.7 
1972 3.4 6.3 4.3 — ; 
1973 4.0 9.7 16.7 : — (i) 17.4 
(ii) 24.0 
.1974 3.5 12.3 26.2 — 24.0 
1975 2.7 6.7 17.5 3.4 19.9 
1976 3.0 1.2 6.4 8.2 
1977 4.4 1.2 18.1 20.9 
1978 8.8 12.1 7.9 15.8 < 
1979 6.4 18.3 15.9 9.5 14.8 
1980 5.6 26.1 18.2 33.7 . 
1981 3.9 18.0 20.4 . 17.0 
1982 5.1 10.8 10.2 5.5 11.7 
1983 4.0 14.0 © 161 25.0 
1984 5.3 16.7 17.4 25.6 








——— 








жиа 





Note: а. Ratios in this column are not strictly comparable since definitions are 
different. Sources areas followks. 
1971—Population Census 
1973— i. 17.4% figure is from Labour Force participation Rates Survey of 
Central Bank. ae 
ii. 24.0% figure is from (Central Bank, 1974). 
1975—Labour and Land Utilisation Survey 4 
1979—(Central Bank, 1983) 
1982—(Central Bank, 1984) 
Sonrces ; In addition to the above, Central Bank, Review of the Economy, 
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quately strong demand management measures at the expense of economic 
growth, continuing rapid inflation is likely to be very much a part of open 
economy. 335 

A major‘development in the post-1977 period particularly when the 
economic growth cum social justice objective of the regime in power is con- 
sidered, has been the consistent decline in the rate of unemployment in 
the country.2 As in the case of all macro data one should express 
serious doubts about the accuracy and comparability* of the unemp- 
loyment rates given in Table 5. One has to be extremely cautious there- 
fore, not to take the extent of decline in the rate of unemployment as 
shown by these numbers as perfectly accurate. Yet there is no strong 
reason to contest a mild statement to the effect that there was a 
reaso? y jscline in the country's rate of open unemployment during 
the perio% "Дет 1977. As would be indicated by the very definitions 
adopted by the Surveys concerned, a large number of people who were 
supposed to have been employed in all these years were in fact under-emp- 
loyed. The rate of under-employment!® as calculated in the Central 
Bank Surveys of 1978/79 and 1981/82 already referred to, also had anyway 
declined from 22.8 per cent to 19.6 per cent. Thus the record of the post- 
1977 era on the employment front, in terms of indicators discussed 
above; has on the whole been impressive as far as existing statistics go. 

In the discussion pertaining to inflation it has been noted that con- 
tinuous currency depreciation after 1977 has been а major factor behind 
the accelaration of price inflation after that year. Inflationary pressures 
so generated have been fuelled by expansionary.monetary and fiscal 
policies of the period. If more rapid inflation is considered a minus point 
for “market-oriented” policies after 1977 in comparative evaluation of. 
their macro performance vis-a-vis policies of “active state control", accela- 
ration of the growth rate and reduction of unemployment and under- 
employment are plus points in favour of them. It appears, however, that 
these plus points were more due to aberrations of the generally accepted | 
monetarist package rather than to any strict adherence to it. These. 
aberrations are to be found in the expansionary fiscal measures made 
possible by large inflows of foreign aid and also the expansionary credit 
policies. These growth and employment related positive elements of 
macro-performance of the post-1977 policy package are almost impossible 
to visualise solely or predominantly -as having resulted from market-orien- 
tation of the country's economic activity. ( In the absence of the sharp 
increase in foreign aid, huge government expenditure programmes, easy 
credit facilities, and also extraneous developments like the tea price boom, 
of 1983-84 market-oriented policies by themselves are hardly likely to 
have generated even these modest positive results. With the slump in tea 
prices in 1985, increasing pressures coming from IMF-WB quarters for 
restraint in fiscal and monetary management and large capital expenditure 
projects of the. government coming towards completion, the prospects for 
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the maintenance of a similar growth momentum іп thé economy in the 
years to come within the existing policy framework appear to be rather 
bleak. There seems to be a growing awareness among official circles 
that the rate of unemployment has in fact gone up since the Survey of 
1981/2. А 


Equity, Basic Needs and Poverty Conditions 

One of the stated objectives of the 1977 adjustment measures^was to 
promote economic growth by eliminating the then existing excessive policy 
` bias towards redistribution. With this objective in view, changes in taxes 
and subsidies and in patterns of government current and capital expendi- 
шге һауе been effected. Various incentive packages have been ae 








to promote private investment, both domestic and foreign. SS :bera- 
lization was expected to solve the pre-1977 scarcities іп inteXzÉdiate and 
investment goods with tariff measures looking after the needs of protection 
for domestic economic activities. The downward floating of the rupee 
was thought to be able (о change the production bias from “import- 
substitution” to “export promotion" through which a growth of efficiency 
in resource allocation was expected. Prices and markets, rather than con- 
trols and central planning, were depended upon to produce efficient 
resource allocation and growth of production and productivity. A greater 
stress came to be placed on efficiency in the management of public enter- 
prises which continued anyway to occupy а significant place in the 
economy. 

The private enterprise bias and market orientation of the new policy 
package, exchange depreciation with corresponding inflationary implica- 
tions and ‘the elimination of price distorting types of consumer subsidies 
have brought in their wake a strong tendency to enhance the inequalities 
іп the society by producing greater concentration of income, wealth and 
opportunities. However, heavy government expenditures, current and 
capital, coupled with “non-price-distorting type" of subsidies intended to 
help the poor and the vulnerable—eg., food stamp and kerosene oil stamp 
schemes—have produced counteracting distributional impacts. 

- It'is now accepted without contest that the net distributional impact 
of these policy reforms has been (о produce greater inequality and income 
concentration. According to'available data on national income by factor 
shares'® there has beén- & decline in the labour's share of national in- 
come-and an increase inge f bor of, f property incomes comprising rent, 
interest and profit elemeiy 8: 

Available evidence shows n t there has been an increase in money 

- wage rates throughout tBexeconomy. This increase was faster in certain 
unorganised sectors of the economy than in organised sectors. No such 
strong conclusion can, however, be presented in respect of the trends in 
real wages as there is по consensus about adequacy of available price 
indices for purposes of deflation, - 
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In respect of relative (size) distribution of income, the available evi- 
dence leaves no doubt that market-oriented policies after 1977 have 
significantly reversed the then existing tendency towards greater relative 
equality in income distribution. The basic statistical evidence, which has 
ibeen discussed in detail elsewhere (Lakshman, 1986), is provided by four 
‘Consumer Finances Surveys conducted by the Central Bank for 1963, 1973, 
1978/79 and 1981/82 (Central Bank 1964; 1974; 1983: 1984). These 
data, which are self-explanatory, are presented in Table 6. 

The question of what happened during the period of adjustment 
policies to the social strata in conditions of "absolute poverty” is an issue 
of tremendous policy significance. 


Table 6 
RELATIVE INCOME DISTRIBUTION DATA 1963, 1973, 
1978/79 AND 1981/82 
A. Percentage of income Received by Decilse of Income Receivers and 
Spending Units. 
. Per cent 


Decile Income Receivers Spending Units 
1963 1973 1978/9 1981/2 1963 1973 1978/9 1981/2 


Lowest 1.17 1.80 1.20 1.21^ 1.50 2.79 2.12 2.18 
Second 2.70 3.17 2.56 2.49 3.95 4.38 3.61 :3.55 
Third 3.56 4.38 3.60 3.47 4.00 5.60 4.65 4.35 


Fourth 4.57 5.70 476 . 4.61 5.21 6.52 5.68 5.24 
Fifth 5.57 7.10 5.93 5.57 6.27 17.45 6.59 6.35 
Sixth 6.82 8.75 7.29 6.93 7.54 8.75 ' 7.69 7.02 
Seventh 8.98 10.56 9.12 8.56 9.00 9.91 8.57 8.69 


Eighth 11.46 12.65 11.23 10.64 11.22 1165 1122 10.71 
Ninth 16.01 15.26 15.26 14.82 15.24 14.2 14.03 14.52 
Highest 39.24 29.98 39.05 41.70. 36.77 28.03 35.84 37.29 


В. Gini Coefficient of Concentration for Income Receivers and Spending 
Units: Three Sectors and Whole Country 


Sector Income Receivers . Spending Units 
1963 1973 1978/9 1981/2. 1963 1973 1978/79 1981/2 


Urban 0.49 0.40 0.51 0.51 — = — = 
Rural 0.44 0.37 0.49 0.49 — — — — 
Estate 0.27 0.32 0.37 0.32 -- — — = 
Whole 

Country 0.49 0.41 0.49 0.52 0.45 0.35 0.44 0.45 











Sources : Central Bank, 1964, 1974, 1983 and 1984, 
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An answer to this question can be attempted using available data on 
income distribution provided one has an estimate of a poverty line for the 
years for which such income data are available. Мо rigorous study is yet 
available where a poverty line calculation has been attempted. The exami- 
nation of the question posed at the beginning of this para therefore 
requires the use of some rule-of-thumb measure of a poverty line for the 
society. Іп our attempt to arrive at such а rule-of thumb measure of the 
country's poverty line, let us recollect that, when іп 1979, food stamps 
were introduced by the government to replace the then existing scheme of 
subsidisation and rationing of essential food items, а monthly income of 
Rs. 300 was fixed as the income floor above which a family would have 
disqualified for the receipt of food stamps." Since the food stamp 
scheme was intended to safeguard the vulnerable groups affected by the 
elimination of food subsidies, this family income level of Rs. 300 per 
month may be considered as the officially recognised poverty line in 1979. 
Working backward and forward from this income level and using the 
implied GNP-deflator to correct for inflation effects, the following monthly 
income levels may be adopted as poverty lines (at current price) for an 
average family in the country for the years for which CFS income data are 
available.7® i 

1973 — Rs. 150 
1978/79 — Rs. 300 
1981/82 — Rs. 480 
Table 7 presents the percentages of spending units which were below these 
income levels in the respective years. . : 
m ' Table 7 


! 
PROPORTIONS OF SPENDING UNITS BELOW POVERTY LINE 


Percentages of Spending Units below 
monthly income levels shown against 








the year. 

1973 Rs. 150 
Rs. 175 : 5 

. Rs. 200 
1978/9 Rs. 300 : 12 
Rs. 350 | 17 
1981/2 Rs. 400 6 
Rs. 500 ‘ 10 
Rs. 600 17 


Ó—— H—MÁÓ————————Ó— —— БЕРЕКЕ зае а) 
Sources : CFS of 1973, 1978/79 and 1981/82 
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Proportions of spending units having incomes below a number of 
different income levels are shown in order to avoid placing unduly high 
significance on any single poverty line for given years. Whichever are the 
-numbers one takes from Table 7 for comparison, the general conclusion 
which seems to emerge is that market-oriented adjustment policies of 1977 
have affected the social strata in absolute poverty quite adversely.!? 
The important question is whether the process of these adjustment mea- 
sures over time is leading to a trickle-down of benefits gradually to the 
poor and the vulnerable. Depending on the poverty line adopted for 
1978/9 and 1981/2, one may come to different conclusions regarding this 
matter. Ifthe data іп Table 7 are anything to go by, the most adverse 
conclusion one may reach in respect of the performance оҒ these adjust- 
ment policies, would be that the proportion of the absolutely poor in the 
society remained stagnant upto 1981/2. And the most favorable conclusion 
is that there has been а drop in this proportion although it remained 
higher than what it was prior to 1977. There is no broad enough statis- 
tical basis to see what has happened in this regard after 1981/82. 

Whatever the conclusion one reaches on the basis of data in Table 7 
in regard to trickle-down effects, there is sufficient evidence to show that 
on the whole the market-oriented, private-enterprise-biased adjustment 
policies carried rather adverse impacts on the poor and the marginalized 
groups. The main mechanism through which some trickle-down took 
place was the expansion of employment opportunities. Yet this was con- 
centrated essentially in low-income low-wage categories. This structure of ` 
employment, coupled with the 12 per cent rate of unemployment and also 
the 20 per cent rate of under-employment (1981/2) was clearly not at all 
conducive to any significant increase in labour incomes of unskilled 
workers. As summarised by a senior Central Banker writing in his perso- 
nal capacity : 

“. . . the economic policies pursued since 1977 have resulted in very 

high prjce increases, particularly for food items and kerosene. Con- 

sequently real wages appear to have declined in the organised 
sector. The deterioration in real wages in the informal sector have 
been much less than in the organised sector. In fact, real wages may 
“not have declined in the paddy and construction sectors. There is 
clear evidence that unemployment has declined although the problem 
remains one of the most significant. The extent of unemployment 
‚ among the young and among those with а secondary education and 

above remains high". 
А (Sanderatne, 1985, p. 23). 

The behaviour of certain direct welfare indicators can be discussed 
here to back up the foregoing discussion. The available information 
concerning them is after all aggregative in character and therefore of 
limited use in а discussion of the living conditions of the poor. But any 
declines observed in such aggregative welfare indicators can easily be іпіс- 
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preted as declines concentrated among poor groups. . 

Evidence collected and analysed by independent researchers has now 
established without doubt that IMF-WB policies contributed to а per- 
ceptible decline in nutritional conditions of the poor (Alailima, 1985 ; 
Edirisinghe, 1985 ; Sahn, 1985). There is naturally therefore widespread 
concern among the concerned policy makers about low nutrition Jevels 
among the poor. The official view in respect of this is summarised in the 
following passage : 

“А number of factors suggests that the food consumption situation 

has deteriorated. First, the per capita food intake for all sectors 

. combined as well as when the urban, rural, estate sectors are taken 
separately is lower in 1980/81 than in 1969/70. Second, according 
to Government figures, the Gini Concentration Ratio has risen, an 

evidence of a worsening in the income distribution since the 1970's. 

Third, the starchy staple ratio has increased and per cent of proteins 

from animal sources has decreased since a decade earlier. АП these 

trends indicate that families are facing an increasingly difficult 
struggle to achieve dietary adequacy". 

The general nutritional situation of the country as reflected іп the 
analysis of most current surveys has been summarised as follows : 

“Annual food availabilities appear to be adequate to meet recom- 

mended calorie requirements on the average. But, disaggregated 

analysis shows the serious energy and protein deficiencies faced by 
lower income groups. Seasonal fluctuations in food supplies have 
serious nutritional repercussions on poor farm and non-farm house- 

holds. i 

“Based on socio-economic surveys conducted by the Department of 

Census and Statistics, the percentage of households not reaching 

calorie adequacy has increased from around 40 per cent in 1969/70 

to around 55 percent in 1980/81. The worsening of the calorie 

situation has spread over all three sectors. 

“Тһе budgeted allocation to food within households for nutritional 

purposes has increased the food share to around 70 per cent for all 

sectors. The food share in 1969/70 was close to 52 per cent. 

"Based on anthropometric measurements from the FNPPD survey 

37.4 per cént of the Sri Lankan population are suffering from retard- 

ed linear growth or stunting and 13.1 per cent of the population are 

' „wasted (having a low proportion of body mass for their height)". 

(Ministry of Plan Implementation, 1984, pp. 19-20) 

Other direct welfare measures also present a similar situation. 
Worsening nutritional levels have led to deteriorating morbidity conditions 
among the poor strata of the society. Continuing increases in the expan- 
siveness of medical care, deteriorating conditions in the public institutional 
arrangements for health and medical care һауе worsened the above situg- 
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tion further. The CFS of 1981/2 shows a mild, yet widespread decline in 
literacy rates from 1978/9 and high school avoidance rates for children 
from low income families. The main reason for school avoidance has been 
noted as inability to provide basic requirements (Central Bank, 1984, p. 
65). The proportion of population with no schooling at ali had increased 
as between 1978/9 and 1981/2 for the whole country and for all its sectors. 
Similarly the indicators like the proportion of population reported ill, 
average number of days absent from work due to illness per person һауе 
all registered increases for the country and its different sectors between the 
same years (Central Bank, 1983, р.52; Central Bank, 1984, p. 96 See 
also Alailima, 1985). 


Deepening Structural Dependence of the Economy 

The point of commencement of the control regime of 1970-77 was 
the collapse of an IMF-supported programme of liberalisation (1968-70). 
Import liberalisation, tried out during this brief spell led-to.a swelling of 
the Services sector of the economy. Тһе services sector share of. the GDP 
in 1970 was thus as high as 48 percent (Table 8). The control regime 
gradually managed to reduce this hypertrophy of the services sector to 41 
per cent іп 1977 but after the reintroduction of IMF policies in that year, 


Table 8 
ECONOMY OF SRI LANKA SOME STRUCTURAL CHARACTERISTICS, 
SELECTED YEARS ] 970-84 
S ———————D 
1970 1977 1978 1984 
o 


1. Composition of GDP (%) 


1.1 Primary sector 28.3 30.6 30.4 29.8 
1.2 Secondary sector 23.8 28.7 27.2 26.6 
of which ; | 
1.21 Manufacturing 16.6 23.1 20.0 15.1 
1.3 Tertiary Sector 47.9 40.6 42.3 43.5 ` 
2. Net Factor Income from | 
Abroad as % of GDP -> —1.6 97 06 24 
3. Foreign trade as % of , | 
GNP a. 33.5 376 . 7.5  . 631 
З. Exports % ЗЫ 15.5 19.3 32.8 27.8 


3.2 Imports % 18.0 . 18.3 38.7 35.3 





Source : Central Bank 
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the services sector proportion has increased gradually and reached 44.4 
per cent in 1983, going down slightly to 43.5 per cent in 1984. 

IMF-WB adjustment policies seem to contribute relentlessly to a 
relative expansion of trade end other services within a dependent economy 
like Sri Lanka, which does not have a strong bourgeoisie bent on accumu- 
lation of production capital. 

Due to excessive promotion of agriculture—based on comparative 
cost component of IMF-WB theorising— the primary sector proportion of 
the GDP has remained . unchanged, implying that this sector managed to 
grow at more or less the same rate as the rest of the economy. There is 
anyway widespread concern among even official circles today about the 
future of the paddy-tea-rubber-coconut agriculture in the country. There 
is, no doubt, some room for further agricultural expansion through crop 
diversification but equally undisputed is the fact that more and more of 
the production base, іп order to sustain economic activity at high levels, 
must be provided by the industrial sector in general and the manufactur- 
ing sector in particular. But the most sluggish sector ofthe economy 
under “ореп economy" has been the manufacturing sector. This is quite 
understandable given the mercantile nature of private capital in Sri Lanka, 
debilitating competition from imports faced by dcmestic industry and the 


active discouragement of State industrial capital in the framework of the 
IMF-WB policy package. 


Throughout Sri Lankan economic history since independence, 
private capital was shy of industrial investments. Some private industrial 
accumulation began only with import controls of the early sixties. Even 
then, industrial investments by private sector was cuite inadequate to meet 
national needs. Hence, the increasing involvement of State capital in the 
manufacturing sector in the 1960’s and the early 1970’s as was already 
noted іп the Introductory section of the paper. Тһе control regime of 
1970-77 was thus able to raise manufacturing share of GDP from 17 per 
cent in 1970 to 23 рег cent.in 1977. This industrial expansion: was inward- 


looking and, because of the lack of a policy of gradual phasing out of the 
protection cover, was also inefficient. 


The “ореп economy" attempted to cure these ills affecting domestic 
' industry by wholesale opening up of the economy to imports. Тһе crush- 
ing impact of this import liberalisation оп domestic industry could not 
be offest by fiscal incentives, direct foreign investments and tbe rhetoric of 
export-oriented industrialisation. It is now generally accepted by even 
senior bureaucrats involved in this subject, that the “ореп economy” still 
does not have a properly articulated industrial policy and the considered 
independent opinion is that the “open economy” has been detrimental to 
the country’s industrial progress (Athukorale, 1986). The “open econo- 
ту” demolished the base for inward-looking industry without being able 
to compensate for the consequences of this for import-substitution industry 
by adequately expanding export-oriented industry. 
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Domestic policy measures and institutional adjustments are, no 
doubt, of crucial significance in promoting -a take-off into export-led 
industrial growth. These were undertaken in abundant measure by the 
“open economy” regime, although one could find inadequacies and 
inefficiencies in what was carried out by way of institutional and policy 
reforms. Success in any export-oriented industrialization drive, however, 
. would depend, in addition to such domestic reforms, also crucially on 
world market conditions. Being a late comer into the fold of Third 
World industrial exporters, Sri Lanka has had to cope with the competition 
ofa large array of rather established other Third world exportting 
countries. In addition, the developed country markets in which all this 
competition takes place have not been expanding in the early 1980's ав” 
rapidly as in the early 1970's due to the well-known conditions of world 
recession. Thus the global conditions characterised by sluggish world 
‘trade and growing protectionism in the West have made the export-led 
industrialization path of the Sri Lankan “open economy” extremely 
treacherous and disappointing. 7 

Furthermore, the attempts to achieve dynamism in export-oriented 
industry were hampered by the lack of a well-developed national indu- 
strial bourgeoisie, making the regime more and more dependent on 
footloose type foreign investors to achieve its objectives in this regard. The 
backward linkages created by the most dynamic ones of the export- 
oriented industries in the recent past—garments industry in particular— 
have been marginal and their import-dependence for the procurement of 
the required raw materials and intermediate products remains almost 
total. — . 

Itis not therefore surprising that the country's commercial depen- 
dence on the rest of the world deepened with post-1977 policies, Foreign 
trade/GNP ratio had increased from 34 per cent іп 1970 to 63 per cent in 
1984. Furthermore, the expansion in imports has been, after 1977, 
significantly more rapid than that of exports thereby leading to a widened 
trade gap and deepened dependence on foreign capital to bridge that gap. 
This increasing dependence on foreign capital— private as well as official— 
is leading to a significantly faster outflow of factor incomes abroad than 
G.D.P. (Row 2 of Table 8). 

The growing dependence and vulnerability of the economy are most 
forcefully depicted by the developments on the economy’s external front. 
Space does not permit a detailed analysis here but a brief examination of 
the trends in the country’s balance of payments position can be quite 
illuminating. Leaving aside both 1977 and 1984 because of favourable tea 
prices in those years, one sees that the trade deficit as a proportion of 
merchandise exports increased from 15 per cent in 1976 to 81 per cent in 
1983, the deficit on the goods and services account from 13 to 87 per cent 
and the current account deficit from 1 per cent to 45 percent, The basic 
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balance worsened from a surplus amounting to 13 per cent of exports in 
1976 to a deficit amounting to 6 per cent of exports. Including short-term 
capital and IMF transactions, the overall balance in both these years was 
in surplus but amounted to 11 and 1 per cent of exports in 1976 and 1983 
respectively. In terms of balance of payments management, the control 
regime appears to have done better, reducing the economy's external 
dependence and vulnerability, than the open economy. 

The protagonists of the open economy argue tbat the demand for 
imports is saturated now and therefore it is gradually leading to a sustain- 
able balance of payments position. If the conditions in 1978 are compared 
with 1984 there is some truth inthis argument. Even if the observed 
improvement is treated as a sustainable trend (which is doubtful anyway), 
that improvement has clearly been achieved by increasing the economy's 
external dependence and vulnerability on certain counts which are not 
directly seen in just the balance of payments account of the country. 

What was achieved so far has been through increasing external 
indebtedness. Total outstanding external debt has increased from 94 per 
cent of exports іп 1976 to 277 per cent in 1983. Тһе debt services ratio” 
increased from 12 per centin 1980 to 22. percent in 1983 and 17 per 
cent in 1984. Tendencies are that it will go over the "'critical 20 per cent 
mark again іп 1985-86 as the low ratio for 1984 is an indication of the tea 
boom of that year. 

A large-scale use of foreign capital, official or private, and a large 
debt service ratio by themselves are not phenomena to be abhorred. It is 
their continuation and further aggravation overtime which one Ought to 
be concerned about. These latter developments are in fact an indication 
of the lack of dynamic efficiency in the utilisation of foreign loan capital. 
A widespread "foreign aid" regime extending over a period of time seems 
to have gradually produced among high-ranking political and administ- 
rative circles a. feeling that they need not be as careful and conscious of 
proper procedures in spending "foreign aid" funds as in spending those 
locally raised. It would be inaccurate to argue that the regime is 
unaware of the costs of foreign capital but a careful observer will not fail 
to see a handling of "foreign aid" resources as if they were treated as 
costless transfers оҒ resources. Considerations of economy, efficiency and 
productivity in the use of these resources seem to have been sacrificed for 
the sake of speed of project implementation. This naturally led to over- 
expenditure in projects or, in other words, hidden transfers of public funds 
into the pockets of private individuals of different type very much in excess 
of the value of services provided. Moreover, if rationality in the project- 
wise allocation of foreign loans requires giving consideration to the capa- 
city of those projects to save or earn foreign exchange, then one could also 
question the wisdom of actual allocation of foreign aid funds in Sri Lanka 
over the recent past. Thus overthis period the country's dependence on 
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"foreign aid" has deepened further. The existing conditions do not.also 
seem to indicate any possiblity of lessening "aid" dependence in the near 
future. : 
The most disturbing feature of the economy’s external sector 
developments after 1977, as already noted, is the sluggishness of exports 
in spite of all the attempt at and rhetoric of export promotion. Still the 
export sector is dominated by tea and its ups and downs have a very close 
impact on a wide front, to the extent that a leader of the regime had to 
describe the 1984 boom іп tea prices as а “God-send” to safeguard the 
"open" economy. Except for textiles and garments, the performance of 
industrial exports has been extremely discouraging. The growing share of 
garments exports appears to lead to a commodity concentration pattern in 
exports which may not have much better to offer than the traditional 
primary commodity concentration in exports. 

The whole economic structure under open economy is becoming 
based on extremely vulnerable and unstable foundations. In addition to 
what has been discussed above one may also mention the growing depen- 
dence on extremely unstable foreign income sources like Middle Eastern 
job markets and tourism.? Market forces and prices have clearly 
proven their inability to provide a sound productive base for self-sustained 
growth in the small underdeveloped country of Sri Lanka. Sri Lankan 
experience after 1977 seems to strongly back up the traditional wisdom 
that market forces and the price mechanism are unable to act as satisfctory 
substitutes for proper planning and active guidance of the economy of an 
underdeveloped country. 


"This is the revised version of a paper submitted at a conference held in Lahore in 
October 1985 in connection with the South Asian Perspectives Project of the United 
Nations University. The original version of the paper appeared in UN University, 
Asian Perspectives Project (South Asia), Dossier 4 on “Nation Building and Regional 
Co-operation”. The present version of the paper is to be published as part of a book 
containing all the other papers prepared in connection with the above UN University 
project. The author is grateful to all the institutions and individuals involved iD the 
above project for valuable research support, permission to separately publish the paper 
and critical comments on its earlier draft. 


1. In political party terms they belonged to the United National Party (UNP), 

2. The brief historical overview above draws from the author's unpublished doctoral 
dissertation (Lakshman, 1973). 

3. This is clearly shown by the following measures of the post-1977 regime; (a) open- 
ing up public passenger transport to private sector, (b) elimination of most State 
monopolies in foreign trade, (c) opening up of the educational field for private 
sector investment, (d) handing over management of some public enterprises to 
private sector, (e) threat of privatisation hanging over public enteriprises 
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11. 


12. 
13. 


14. 
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should they continue to incur financial losses and so on. 
E.g. National Development Bank and Sri Lanka Export Credit Insurance 7 
Corporation. 


. It must be noted however, that the bulk of the involvement of State capital within 


the economy during this period did not emerge from such nationalization of private 
property. 


. Take-over of the private company, Independent Television Network in order to 


save it from bankruptcy was achieved through the provisions of this Act. 


. Phe idea of setting up a Free Trade Zone was originally mooted in 1975 (Lakshman 


1980 с, рр. 71-8). 


. In this comparison, the two Years 1977 and 1984 аге both excluded because of the 


boom conditions which prevailed in the world tea market in those years. Asa 
result 1977 witnessed a. trade surplus. In spite of the fact that the 1984 tea price 
increase was much sharper than that of 1977, merchandise account in the former 
year still showed a large deficit, amounting to 27 per cent of that year’s commodity . 
exports. Шы 


. It must be mentioned by way of footnote that the comparison of 1984 with 1977 is 


somewhat distortionary because ina number of significant respects the year 1984 
is atypical on account of the tea price boom in that year. The increases in revenue 
and expenditure (Constant Prices) from 1977 to 1983 were by 67 and 112 per cent 
respectively. 
One who presents this argument would point toward thc following : 

—the youth insurrection of 1971 

— the oil shocks of 1973-74 

-—the world grain shortages of 1973-74 

—the frequent droughts and consequent crop failures, 
The increase in the growth rate from 1983 to 1984 has to be discounted here 
because it was essentially a reflection of the tea. boom of that. year which produced 
a wide-ranging impact on the tea-dependent economy. 
The second oil shocks of 1979 also, no doubt, contributed their share to this. 


One has to be careful not to attribute this development entirely to liberal policies m 
of the period. Тһе rapid opening up of foreign labour markets for local unskilled, 
semi-skilled and skilled workers, particularly in middle-Eastern countries contri- 
buted a great deal for this reduction in the rate of open unemployment. Jt requires 
a great deal of imagination to attribute this opening up of foreign labour markets 
to the domestic policy regime, particularly when one considers the fact that this 
labour migration started under the previous control regime. 
Some definitional aspects of the unemployment estimates provided by the three 
Consumer Finances Surveys of the Central Bank may be noted here by way of 
illustration. Concerning the relevant ratios in Table 5, definitions of both “employ- 
ed" and "unemployed" are important, since the sum of the two formed the “‘labour 
force", the denominator in the calculation of the said ratios : 
1973 Report : Employed : Those with gainful employment at least one day during 
the two months preceding the Survey. 
Unemployed : Those over 14 years of age with no employment during the 2 
months preceding the Survey and were actively seeking work. 
1978/9 Report : Employed : Those with gainful employment at least one day during > 
the month preceding the Survey. 
Unemployed : Those over 14 years of age without employment in the said 
month actively seeking work. 
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1981/2 Report: Employed: Those with gainful employment, at least one day 
(minimum of 3 hours) in the Survey week. 
Unemployed : Those over 14 years of age without барое іп the Sutvey 
week and were actively seeking work. 

15. Defined as the total number of man days lost due to the non-availability of work 
“expressed as a percentage of total ' number of man days for which they were avail- 
„able for work. This was estimated for only the‘ ‘employed persons”. 

16. "Source : Department of Census and Statistlcs. | 

17. This statement has to be interpreted carefully. Eligibility for food stamps was 
based on household income and also family size. Because of the latter factor, 
some families whose declared income was above Rs. 300 per month also received 
food stamps depending on their family size. 

18. The analysis is done here with perfect awareness of the fact that this involves two 
obvious assumptions of somewhat dubious validity : (a) that there are no loca- 
tional variations in income needs for minimum consumption requirements and (b) 
that no basic changes have taken place over this period in consumption patterns 
and requirements. 

19. One may note іп passing that the year 1973 was a rather bad year under the соп- 
trol-subsidy regime of the pre-1977 period due to various extraneous factors 
already mentioned. 

20. Debt service payments as a ratio of.exports of goods and services. Ы 

21. The instability and vulnerability introduced by the market-orientation of economic 
policy have, since mid-1983, been quite significantly aggravated by a nationality 
crisis emerging out of the worsoning of the country’s ethnic relationships. The 
growing defense budget burden is just one aspect, perhaps nae the most significant 
aspect, of this nationality crisis. 
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PRABHAT PATNAIK 


The Current Conjuncture in the 
World Capitalist Crisis 


WHY the capitalist world sank into a protracted economic crisis in 
the seventies, characterised by low rates of growth, high rates of unemp- 
loymnt, and pervasive instability, is a question which need not detain us 
here;like-wise the different phases through which crisis has manifested itself, 
encompassing for instance the cyclical as well as uneven behaviour of the 
GDP in the OECD countries, the sharp swings in the fortunes of the 
oil-producers, the spread of stagnation from the first to the third world, 
the sudden change in the direction of international capital flows, etc. are 
matters which I do not propose to go into here. My concern is with some- 
thing different : what is the play of contradictions in the capitalist world 
today which stands in the way of a general recovery, or, to put it differen- 
tly, what is the texture, as opposed to the symptoms, of the crisis foday ? 
I raise this question fortwo reasons : first, countries do not just sit back and 
watch the play of contradictions; they try to overcome it in various ways. 
And the ways in which the advanced capitalist countries singly or collecti- 
vely, will try to overcome the current conjuncture will have important 
effects on our own economy which necessitates our studying this conjunc- 
ture. Secondly, it seems to me that a good deal of existing writing which 
purports to illuminate the texture of the current conjucture, in fact does 
nothing of the kind and is even seriously misleading. There is room there- 
fore for a fresh look at the issue. 

An influential body of opinion, typified for instance by the Brandt 
Commission report, advocates a large-scale transfer of resources from the 
advanced capitalist countries to the third world in the context of the 
current crisis. The advanced capitalist world, it is argued, is characterised 
by mass unemployment and unutilised capacity. The third world on the 
other hand is characterised by a shortage of resources for stepping up 
investment and growth-rates to tackle the existing mass poverty. lf the 
‘advanced capitalist world stepped up its production and made available 
to the third world the resulting extra-output, over and above what is requi- 
red, directly and indirectly, to produce it, then both would be gainers. А 
capital transfer of this sort would have overcome at one stroke the demand 
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constraint of the first world as well as the supply constraint of the third 
world. 

This view, which was put forward somewhat earlier by Lord Kahn 
in an address to the American Economic Association, has been justifiably 
labelled ‘Global Keynesianism’. Мой only does itsee the recession and 
unemployment prevalent i in the ‘first world in essentially Keynesian terms, 
but is even informed by what one may call a Keynesian weltanschauung on 
economic matters. Let me explain. Keynesianism was born in the midst of 
the Great Depression. The Depression meant unemployment for workers 
and unutilised capacity and loss of profits for capitalists. Both classes there- 
fore stood to gain from an overcoming of the Depression. What prevented 
such overcoming according to Keynes was the dead-weight of false theories 
and wrong ideas. The resolution of the crisis awaited only the formulation 
of a suitably intelligent scheme for it. Keynesianism looks at every crisis 
in this. manner, through the prism of the 1930's crisis; i.e. it believes that 

„since every slide-back from full employment а “есі. all groups adversely, 

. the overcoming of the crisis,is a non-zero sum game, and hence there is 
an essential underlying ‘harmony-of-interests’ of all groups in overcoming 
a crisis. All that is required is the formulation of an appropriate, intelli- 
gently conceived scheme for such overcoming. It isin the realm of ideas 
rather than in the world of real material interests that obstacles to over- 
coming a Crisis lie. 

What this view, which is anchored basically іп С.Е. Moore’s 

ideas floating around in Cambridge during Keynes’ formative years,? 
glosses over is the fact that crises differ considerably in their texture, and 
that not all crises are amenable to resolution without adversely affecting 
the immediate material interests of particular groups. Where the govern- 
ment’s printing money to employ workers, for digging holes in the ground 
and then filling them up, constitutes a way out of the crisis, no immediate 
material interests perhaps are trodden upon; but such remedies do not 
always suffice. Where immediate material interests are at stake to talk of 
‘harmony-of-interests’ is either simply wrong cr at best utopian. 

The problem with ‘Global Keynesianism' of the Brandt Commission 
variety however which sees a ‘harmony-of-interests’ between the first and 
the third worlds is not simply that it is utopian, but more importantly that 
it misreads the nature of the current capitalist crisis. It looks at the 
current crisis facing the advanced capitalist countries as ifitis simply a 
recession of the Keynesian kind. But if this was the case, then governments 
in these countries, by now well-schooled in Keynesian demand management, 
would have taken steps to overcome the crisis and they would have done 
so in ways far more attractive to the capitalists than transferring resources 
cheap to the third world. The very fact that we see а crisis therefore is 
precisely because what we see is not a crisis of the Keynesian variety. 

The basic problem facing the advanced capitalist world is that a 
a return in a sustained manner to levels of activity which they experienced 
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in the fifties and the sixties is impossible today without generating much 
higher rates of inflation.’ After all, it is precisely because the rates of 
inflation reached ‘unmanageable’ levelsat the earlier levels of activity, 
threatening the social stability of the advanced capitalist countries, that, 
after a period of unsuccessful experimentation with incomes policies 
advocated by Keynesianism, these countries deliberately brought down 
their levels of activity in order to combat inflation. Unless therefore the 
very predicament which compelled a lowering of activity is altered, a mere. 
reversal of policies aimed at generating а recovery would simply take 
these countries back to square one : it would simply replace recession and 
unemployment with explosive inflation at higher levels of activity. To mis- 
take this predicament for a mere deficiency of aggregate demand, or to attri- 
bute the unemployment and recession to the mere quirks of a Reagan or a 
Thatcher is to misread completely the ‘nature of the crisis. Reagan and 
Thatcher do stand for certain policies; but these policies have found 
acceptance under capitalism for cambating inflation only because the 
alternatives, e.g. the incomes policy advocated by the Keynesians, have 
been tried and have failed. 

Their success in combating inflation has not, however, meant an end 
of the crisis, an overcoming of the predicament in which these countries 
have been placed. This success, which is manifest in the fact that the 
rate of inflation in OECD as а whole has come down to even less than 5 
per cent, has been achieved at the expense of massive unemployment and 
recession; what is more, this unemployment and recession is not just a by- 
product, but the very cause of the decline in the rate of inflation. The high 
levels Of unemployment have weakened the trade-union movement, sapped 
the bargaining strength of the working class and resulted in a marked 
decline in the relative share of workers : the product-wage in the advanced 
capitalist countries has not kept pace with the increase in labour producti- 
vity.' What is even more significant however is that the recession has not 
only pushed primary commodity prices relative to those of manufactures 
to their lowest levels since the Great Depression, but has even led to sharp 
absolute declines in primary commodity prices (Table 1). Indeed it is this 
factor which basically explains the subsidence of inflation in the advanced 
capitalist countries. The absolute decline in primary commodity prices has 
resulted in lower raw material costs in the manufacturing sector; it has 
also led to increases in real wages of workers, notwithstanding the decline 
in the relative share of workers in value added in manufacturing. And this 
іп turn has upto a point made the workers reconciled to the decline іп 
their relative share. While monetarist blinkers prevent many economists 
from seeing reality for what it is, the fact of the matter is that it is not 
any curtailment in ‘the growth of money supply per se but the sharp 
decline in raw material prices induced by the recession which accounts 
largely for the abatement of inflationary pressures in the advanced capi- 
talist world,’ Е 
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But the precariousness of this relative price stability is obvious. It 
' is clear from Table 1 that the turn-around in world trade prices for primary 
commodities can also be fairly sharp as activity revives in the advanced 
capitalist world. Thus non-oil commodity prices rose by 17.8 per cent in 
1979, the last year of the recovery from the 1975 trough, and again by 7.1 
per cent in 1983 which initiated the recovery from the 1980-82 slump. 
Even the prices of oil, where а cartel exists, would respond toa recovery 
in tbe advanced capitalist countries, since dissensions within the cartel 
would recede as demand firms up. And if there is an upsurge in energy 
and other commodity prices, the real wage gains of the workers in the 
advanced countries would be eroded into and there would be an escalation 
of money wage-claims, which the workers would be in a stronger position 
to enforce if unemployment shrinks with a revival of activity. In short, 
the current subsidence of inflation does not by any means indicate 
that the travails of the advanced capitalist world are over, and that they 
сап from now on sustain a recovery. On the contrary this subsidence is 
only ephemeral; they can sustain a recovery only if they are in a position 
to ensure that the primary commodity prices remain subdued despite the 
recovery. А crucial reason why the advanced capitalist countries could 
sustain a prolonged boom stretching over two decades or more after the 
war without being plagued by serious problems of inflation is that the 
primary commodity prices remained remarkably stable in absolute terms 
overa long period from 1953 to 1968.8 Unless and until the entire 
capitalist world is so restructured that a new sustained boom in the 
advanced capitalist countries can be fed by adequate supplies of primary 
commodities without an upsurge in these commodities’ prices, such a boom 
cannot take place. And this requires а degree of coercion on third world 
primary producing countries. Hence, far from there being a *harmony-of- 
interests! between the first and the third worlds, economic revival of the 
first world is predicated upon a degree of coercion being exercised over the 
third world which ensures an adequate supply of primary commodities 
from the latter at prices which are so subdued that they do not cause an 
upsurge of inflation in the former. 

Attempts at such а restructuring, at a reimposition of ‘discipline’ 
upon the third world countries, are already being made, though many 
economists, again, do not see these attempts for what they are. The chief 
agency through which these attempts are made is the International 
Monetary Fund. But the general direction of the IMF’s ‘structural 
adjustment’ programmes is similar to that of World Bank prescriptions, 
though the former is expressed more crudely. And in any case, if the 

` .Baker Plan is any indication, the Fund and the Bank are to coordinate 
their activities even more closely henceforth, so that singling out the Fund 
should not give the misleading impression that the Bank is innocent of 
these attempts at restructuring. In general, the Fund’s prescriptions in 
third world countries include the following elements : (i) import ‘liberalisa- 
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tion’ which opens up the domestic market to manufactured goods from . 
the advanced capitalist countries; (11) a devaluation of the currency to 
increase the profitability of the export sector; (iii) a curtailment of the 
budget deficit through cüt-backs in government expenditure, especially 
subsidies and welfare expenditures; (iv) the pursuit of a range of defla- 
tionary policies; (v) encouragement of foreign private investment; and 
(vi) removal of controls on the operation of domestic as well as foreign 
capital. While these policies are justified in. the name of promoting effi- 
ciency and international competitiveness, what they together amount to 
in effect isa frontal attack on the conscious, deliberate and 'planncd' 
effort of third world countries to break out of the pattern of international 
division of labour inherited from colonial times. They spell an end to 
such ‘planning’ and state-sponsored industrialisation as exists in the third 
world. They spell aa end to such protection as the domestic bourgeoisie 
enjoys vis-a-vis products of multinational corporations in advanced 
countries. They allow only such industrialisation in the third world as 
would be undertaken under the aegis оҒ and at the whim of metropolitan 
capital. They envisage a redirection of capital towards export sectors which 
are to a large extent coterminus with primary products. And they neces- 
sarily imply a cut in real wages ofthe workers, not only in the ‘social 
wage' component (through cuts in subsidies and social expenditures) but 
also in the contractual wage (as a result of the combined effects of 
devaluation and deflation). 

The congruence between these policies and the interests of metro- 
politan capital is easy to see. First, they facilitate the growth of metro- 
politan capital through a process of what Marx had called ‘centralisation 
of capital’,?° i.e. at the expense of local capital, especially local industrial 
capital; to the extent this happens, the overall pressure of demand for 
primary products islessened fora given growth of metropolitan capital. 
Secondly, by raising the profitability of the export sector, notably 
primary production, and yet keeping down its price via deflationary wage- 
restraint, they encourage larger supplies of primary products on the 
international market at subdued prices. Thus, by acting on both the 
demand and the supply sides of primary products' markets, they attempt 
to create precisely those conditions which, we saw above, are essential for 
economic revival in the first world.!! This attempt is nothing short ofa 
‘recolonisation’ of third world economies,’ of recreating in a large measure 
the conditions which prevail in colonial times. 

Lest any doubts remain on this subject, the latest (1986) World 
Economic Outlook of the IMF should dispel them. Not content with 
repeating its general prescriptions which implicitly amount to reempha- 
sising primary production in the third world, the Fund explicitly 
recommends that these countries should concentrate on agriculture and 
the primary product market and calls for increased productivity anda 
cutting of costs in this sector in order to increase 5416917. Like-wise the 
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1986 World Development Report of the Bank is largely devoted to problems 
of agriculture іп the developing countries and in partieular to measures 
for increasing productivity in this area ; thisper se may appearto be 
mere disinterested advice,-but in the context of the Bank’s overall policy 
prescription: which favour freer.trade and export orientation, it acquires 
éonsiderable significance. How far removed from a mere detached altruism 
such ‘advice’ is, should be evident from the fact that these very documents, 
which stridently advocate import ‘liberalisation’, at the same time under- 
score the extremely difficult trade and financial environment facing the 
third world countries. The obvious contradiction inherent in this position 
should dispel any notion that these agencies are interested in chalking out a 
viable strategy from the point of view. of the third world countries? ` 
- The recession in the first world, by depressing primary product 
prices, has created payments difficulties for many third world countries. 
These difficulties which have been compounded by the drying up of ‘aid’ 
and even bank-loans, have driven these countries into seeking IMF credit. 
The IMF uses this opportunity to demand ‘structural adjustments’ that 
would create precisely the conditions necessary for an economic revival in 
the West through a .‘recoloniolisation’ of third world -economies. The 
advanced capitalist countries therefore are attempting. to overcome the 
current conjuncture, at the expense of the third world, by using the 
opportunities thrown up by this.very conjuncture itself. To what extent 
their attempts will be successful, i.e. to what extent the third world will put 
: up a resistance to the diktat of the multilateral funding agencies, remains 
to be seen. But this clearly constitues one extremely important genre of 
contradictions in the context of the present crisis. 


il 

Interlaced with this contradiction, is another, between the advanced 
capitalist countries themselves, to “а discussion of the exact nature and 
implications of which I shall now turn. 

Since 1982 there has been a significant widening of the current 
account deficit in the U.S. balance of payments. The deficit, which stood 
at $ 8.1 billion in 1982, increased to 846 billion in 1983, $ 107.4 billion 
in 1984 апа $ 117.7 billion in 1985. Despite the sharp fall in oil prices, 
the deficit із expected to remain at $ 110.5 billion in 1986. Precisely over 
the same period there has been а significant increase in the current account 
surplus of Japan, and to a lesser extent of FRG, and a reduction in the 
curent account deficit (upto 1986) of the developing cQuntries (Table 2). 
This latter reduction can be attributed primarily to a drying up of capital 
flows of all descriptions into the developing countries, which has forced 
them to keep their current account deficits to magnitudes capable of being 

, financed. At the same time, over exactly the same period there has been a 
very sharp widening of the U.S budget deficit which has been financed by 
sucking in capital from the rest.of the world. Thus, the changing picture 
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with regard to current account deficits has been parallelled by the chan- 
ging picture with regard to capital flows across the world. Somewhat 
surprisingly, this payment imbalance between the advanced capitalist coun- 
tries has persisted despite the depreciation of the dollar, which does not 
appear as yet to have had any effect in the direction of closing the U.S. 
payments deficit. 

It is in the context.of this imbalan:e that serious ditferences have 
arisen between the U.S. on the опе hand, and Japan and FRG on the 
other. None of them of course would like the dollar to depreciate very 
much further. The U.S. would not allow any significant further slide іп 
the dollar for fear of reviving domestic inflationary pressures. Countries 
like Japan on the other hand have so much of their net foreign exchange 
assets held in the form of dollar assets that any significant further depre- 
ciation of the dollar would-involve them in serious capital losses. Now, if 
a large-scale dollar depreciation, in addition to what has already taken 
-place (following the agreement among the advanced countries at the pre- 
vious year’s Fund-Bank meet), is ruled ош, and ifthe U.S. is not to 
embark: upon strong protectionist measures, there remain only two other 
plausible ways for closing the U.S. current account deficit. One is suggest- 
ed by the U.S., namely a reflation in Japan and FRG, which would cut 
down their surpluses, and hence by implication the U.S. deficit. The other 
is suggested by FRG, and less stridently by Japan, namely a curtailment 
in the U.S. budget deficit. Neither of these however is acceptable to the 
respective parties who are supposed to take the initiative. And there are 
good reasons for this. 

Japan has been very little affected by the world capitalist recession. 
The unemployment rate іп Japan іп 1985 was 2.7 percent, which was 
higher no doubt than her own average of 1.5 per cent during 1968-77 but 
still by far the lowest in the advanced capitalist world. Stepping up 
domestic investment, which is already very high, in lieu of exporting 
capital is thus not a very attractive proposition for Japan whose labour 
reserves are so small. On the other hand, stepping up domestic consump- 
tion in lieu of capital exports, which means in effect a rise in the workers’ 
living standards, is something which the capitalists anywhere, let alone 
Japan, can hardly be expected to acquiesce in. Thus, from the point of 
view of the Japanese capitalists, maintaining a current account surplus is 
preferable to increasing domestic absorption of commodities. In the case 
of the FRG however, where the unemployment rate exceeds 8 per cent, the 
resistance to reflation appears less easy to understand. But the FRG’s 
current account surplus is not yet so very large, and she probably does not 
wish to give up a vantage position in the U.S. market for the sake of a 
slightly higher domestic growth-rate and lower unemployment. This last 
consideration is-also likely to have weight in the case of Japan as well. 
Altogether therefore, the surplus countries have reasons for not undertak- 
ing reflationary measures as advocated by the U.S. Instead, they insist 
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that the U.S. should set her own house in order by cutting down on her 
huge budget deficits which they hold primarily responsible for her current 
account deficits. 

The idea that a curtailment of the U.S. budget deficit would bring 
down her current account deficit, is quite pervasive among large sections 
of economists, so pervasive indeed that I suspect that it is often not realis- 
ed that its validity rests upon а crucial and highly questionable assump- 
tion. Let me explain. In principle, the current balances of all countries 
taken together should add up to zero (barring errors апа omissions which 
in practice of course constitute a large item). Hence a reduction in the 


U.S. current deficit must be accompanied either by an increase in the’ 


deficits of the developing countries, or by a reduction in the surpluses of 
other developed countries, notably Japan and FRG, or of course some 
combination of the two. Unless the third world's combined deficit increa- 
scs, any reduction in the U.S. deficit must be accompanied by an equivalent 
reduction in the surplus of other advanced countries. Except in the very 
special case where any expenditure cut in the U.S. leads directly to an 
equivalent cut in imports from the surplus countries, the mechanism 
through which а cut in the U.S. budget deficit reduces the current surplus 
of other advanced countries is a recession in the U.S. economy. Acutin 
the U.S. budget deficit brings about a domestic recession which in turn 
curtails imports from other advanced countries and hence their current 
surplus. Clearly, the less sensitive imports from other countries are to 
cuts in U.S. incomes, the greater would the domestic recession have to be 
in order to reduce her deficit by any given magnitude. And in the extreme 
case, where imports from other advanced countries do not fall atall, no 
amount of recession, and hence no amount of cuts in the U.S. budget 
deficit can bring about a squeeze in others’ current surpluses, and hence in 
the U.S. deficit. Since incomes partly leak into savings, and only partly 
into consumption expenditure, and within consumption expenditure, only 
partly into imports, and since, moreover, the U.S. public appears to have 
a marked preference for Japanese goods compared to U.S. goods (which 
makes imports from Japar even more sluggish to cutsin U.S. incomes), 
this mode of rectifying the U.S. current deficit would involve a severe 
recession for the U.S. economy. 

But of course, there is the other channel, namely a reduction in the 
U.S. current. deficit, not at the expense of Japan and FRG, butat the 
expense ofthe third world, by increasing the current deficit оҒ the third 
world. But, any increase in the current deficit of the third world has got 
to be financed through an appropriate increase in capital exports to it. No 
doubt, some third world countries like the rich members of the OPEC can 
finance enlarged current deficits by running down accumulated stocks of 
foreign exchange assets (as they seem to have done in 1986 with the oil 
price-crash). But, even for them this can only be transient ; besides other 
third world countries аге not in the same happy position of having assets 
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to fall back upon. -They perforce need larger capital imports to finance 
enlarged current deficits. Тһе more capital exports can be made to the 
third world, the less severe the U.S. recession would have to be in order 
to bring down her current deficit by any given magnitude» Now the cru- 
cial assumption implicit іп the advocacy of a reduced U.S. budget deficit, 
as а means of reducing the U.S. current deficit, is the following : that the 
capital sucked into the U S. on acconnt of her huge budget deficit would flow 
back to a substantial extent to the third world, when the U.S. budget deficit 
is curtailed. Otherwise, the cost to the U.S. іп terms of a recession would 
beso large as to rule this option out of court. The question is: is this 
assumption realistic ? 

Itisa moot point whether the enlarged U.S. budget deficit маза 
response to, or a cause of, the drying up of capital flows to the third 
world. Even if we assume that at that point of time it wasa cause of 
reduced capital flows to the third world, it does not follow that the process 
is simply reversible, that a cut in the U.S. budget deficit would automati- 
cally enhance capital flows to the third world. Indeed, since the main 
arbiters of capital flows today are the multinational banks, and since the 
banks appear to consider the third world, barring perhaps some temporary 
exceptions, as a high ‘security risk’ area, any significant enhancement of 
capital flows to the third world, even in the event ofa cut in the U.S. 
budget deficit, is extremely unlikely. And after the experience of Brazil 
and Mexico, even those few exceptional countries which enjoy at the 
moment a high credit-rating (India is one such country) are unlikely of 
their own accord to goin for larger commercial borrowing. Altogether 
therefore, the view that a curtailment of the U.S. budget deficit, can with- 
outexacting an exorbitant cost, reduce her current deficit appears to be 
ill-supported by the realities of the situation. We have a case here of inter- 
national finance capital, over which capitalist states have only imperfect 
control, being in the driver's seat, and national economic policies even in 
the U.S. having to adjust to its actual or expected bzhaviour. 

The question may arise : why can't the U.S. learn to live with large 
current deficits, why should it be worried over their size and consider ways 
of reducing them? In short, why can’t the present state of affairs simply 
continue into the future ? To this the obvious answer istbat when the 
largest capitalist country in the world acquires such a huge and escalating 
debt, then this introduces a. tremendous source of potential instability into 
the system. Crises of confidence, flights from the dollar (even when the 
dollar value is propped up through concerted action by all Central Banks 
of advanced countries), frantic acquisition of ‘safe’ assets which pushes up 
their prices etc., pose a serious threat to the entire system. The possibility 
ofa recurrence, on a greatly enlarged scale, of what happened during 
1972-73, looms ever larger on the horizon.!? 

All this is evident. There is however an additional reason why the 
U,S. cannot be indifferent to the state of its current deficit. The net capital 
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inflows into the U.S. have gone to finance the budget deficit rather than 
any enhancement of capitalists fixed investment in plant and machinery. 
Indeed gross domestic investment in the U.S. as a proportion of GDP 
was 20 per cent in 1965 and 19 per cent in 1984, despite the fact that the 
latter year was characterised Буа significant housing boom.! Gross fixed 
investment in plant and machinery therefore is likely to have declined as 
considerably asa share of GDP between the two dates as the current 
account deficit has expanded іп relation to GDP. On both the dates of 
course, the ratio of such investment to GDP was much lower in the U.S. 
than in Japan. Since productivity growth is closely linked 10 investment 
in plant and machinery and since money earnings growth in Japan has 
been consistently lower than in the U S. in the late seventies and the 
eighties, what this means is that the U.S. is continuously losing ground to 
Japan in terms of the competitiveness of her products. To the extent that 
the sluggish growth over time of investment in plant and machinery is 
itself due to anticipaiions about the loss of markets to competitive 
Japanese imports, the U.S. may be said to have been caught in a vicious 
circle, which can only lead to а steady expansion in the current deficit, 
quite apart from the expansion caused by interest charges on previous debt. 
Hence the U.S. has to be concerned about its current deficit, because 
things can only get worse for it. On the other hand, short of introducing 
strong protectionist measures, which of course would mean open economic 
warfare and would have serious repercussions for the system as a whole, 
there is precious little it сап do at the moment to arrest the widening 
current deficit. One may speculate about the possibility of the U.S. 
moving in future towards a Japan-style state monopoly capitalism in order 
to restructure its economy and achieve greater competitiveness, but many 
more things may happen in the interim. In any case, the fact remains that 
at the present moment this another extremely important species of ^ 
contradictions. 


Ш 


Taking the two contradictions discussed іп the previous sections 
together, we get a picture of the following kind: for the advanced capi- 
talist world as a whole there isa basic hurdle in the path of sustained 
recovery which arises from the possibility of accelerated inflation that 
would normally arise from the firming up of primary commodity prices. 
Overcoming this hurdle and keeping primary commodity prices subdued 
even in the event of a sustained recovery requires a degree of coercion on 
third world countries which is being attempted via the multilateral funding 
organisations. But there is yet another hurdle. As longas the third 
world's purchasing power over advanced countries! commodities remains 
constricted and capital exports cannot be augmented to boost it, any sus- 
tained recovery in the first world would have to be based essentially on its 
own internal market. Now, if FRG and Japan refuse to reflate, then the 
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initiative for expanding the internal market of the first world has to come 
from the U.S., and, given its condition, this initiative would have to take 
the form of a budget-deficit-led boom rather than investment-led boom. 
Butany such expansion, over and above its current level, of the U.S. 
budget deficit would widen its current deficit, not just in the shortrun but 
in (Не medium term as well, which would further accelerate the growth of 
its indebtedness and the potential instability of the system; the U.S. is 
unlikely, therefore, in any serious sense to play ‘locomotive’ for the entire 
advanced capitalist world all over again. At the same time, the maintenance 
of the present state of affairs is itself not a happy situation, at least for the 
U.S. whose debt is nonetheless growing. In saying all this, the idea is not 
to suggest a ‘no exit’ situation, but merely to underline the complexity of 
the current conjuncture, from which there are no easy ways out, by-passing 
serious economic struggles in the days ahead. 

There isa fundamental conflict between the role of third world 
countries as cheap sources of raw materials, and their role as markets for 
industrial goods from advanced countries. This confiict can be overcome 
upto a point through capital exports from the advanced to the third world. 
But when capital exports dry up, the conflict appears in an acute form. 
In the nineteenth century, when colonial markets were being opened up, 
British goods faced with competition from other ‘new industrialisers’, 
could seek refuge in a ‘flight to the Empire’ which enabled the advanced 
countries as a whole to enjoy a ‘long boom, (though Britain, some may 
argue, had to pay a price at.a later date for her flight from competition).!? 
Such a ‘flight to the third world’ to escape Japanese competition is not 
easy for the U.S. today and this stands in the way of another ‘long boom’, 


Table 3 


WORLD TRADE PRICE MOVEMENTS 
(Percentage Change per Annum in U.S.$) 









1979 1980 1981 1982 1983 | 1984 1985 


Manufactures 142 10.7  —49 -25 -33 -37 1,0 
Oil B 45.9 63.5 90  —42 -117 -21 -44 
Non-oil 

Primary 0 

Commodities 17.8 59  —139 -101 7.1 3.7 —122 


“а 


Source : IMF 
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Table 2 


THE MOVEMENT OF CURRENT BALANCES 
( In Billion U.S. %) 






1981 1982 1983 1984 1985 





——————— 
All Industrial 
Countries --1к,9 -22.2 --23.0 -- 64.1 - 542 
of which : U.S. 6.3 — 84 — 46.0 — 107.4 —117.7 
Japan 4.8 6.9 20.8 35.0 49.7 
FRG - 5.5 3'4 4,1 6.8 13.2 
Developing 
Countries* —49.2 — 90.9 —58.9 —35.1 — 34.1 
Other 
Countries* - 3.3 - 0.5 1.1 2.3 2.4 
Total** —71.5 --113.5 — 80.8 — 96.9 —908 








*Estimated balances in convertible currencies of the USSR and other non-IMF- 
member countries o? E. Europe. 
**Reflects errors, ommissions and asymmetries in reported payments statistics. 
Source : IMF. 
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1 per cent a year between 1953 and 1968. During this period the cumulative 
decline in the terms of trade of primary producers amounted to 21 per cent. 

For a discussion of IMF-style programmes along these lines, see Prabhat 
Patnaik, “Тһе Political Economy of Economic Liberalisation', Social Scientist 
July-August 1985. For the vacuity of the ‘efficiency’ argument, see С.Р. 
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See Ghosh op. cit., for a discussion of this contradictory position. 


We have assumed іп the texi that private investment remains unchanged while 
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is also curtailed, the cut in imports will be larger, but then so would the dome- 
stic recession be. Тһе argument therefore remains valid even when we consider 
investment cuts. 
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commodity prices (even before the OPEC hike) partly because in the face of the 
currency upheavals following the formal suspension of the gold convertibility of 
the dollar, people moved into commodity-buying as an inflation hedge. See N. 
Kaldor, 'Inflation and Recession in the World Economy', Economic Journal, 
December 1976. 
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For an early presentation of this argument, see W.A. Lewis Economic Survey 
the chapter on U.K. 


SANJAYA BARU* 


- Structural Changes in the International Sugar Economy 


“TWO HUNDRED years after enslaving people to work on sugar 
plantations, rich countries are enslaving them again by ruining those same 
plantations and the poor countries that rely on them.” That damning 
indictment is not from the pages of a Cuban government report or from 
the speech of some radical Jamaican leader. These аге the opening lines 
of an editorial in the conservative, but highly respected, journal the 
London-based Economist—probably the most intelligent voice of Western 
Capitalism.’ 

In one sentence the Economist editorial captures not only the essence 
of the current crisis in the international sugar economy but also its 
principal cause, namely, the policies pursued by the rich countries, to be 
precise, the EEC and the USA. Тһе symptoms of the crisis are fairly easy 
to discern and are widely known—a secular decline in the free market 
price of sugar, a secular decline in per capita sugar consumption in the 
most affluent market, that is USA, declining world trade due to the 
increasing self-sufficiency of major sugar importers and above all the rapid 
growth of highly subsidised sugar production іп the EEC coupled with the 
emergence of artificial sugar substitutes in the North American market. 
The EEC pays its beet growers 20 cents per pound of sugar—almost five 
times the current world price—a policy that has allowed the originators 
of the sugar trade of the last two hundred years and more, the imperial 
powers of Europe, to turn tables on the world market and enter it as net 
exporters of sugar. 

That some of the most advanced industrial nations of the world are 
waging an unequal war against some of the poorest nations, trying to 
enlarge their share of the global market in a commodity on whose export 
these poor nations were made dependent by these very industrial powers is 
one of the many features of the crisis of global capitalism today. This 
brief paper attempts to focus on some of the more important aspects of 
the ongoing structural changes in the international sugar economy and 
questions some of the more popular solutions being offered by such 
agencies as the EEC and the World Bank—and the London Economist. 
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‘The Historical Background 


The original and till recently’ the most important source of white 
crystal sugar has been the sugarcane plant. Today sugar is produced from 
other sources as well, namely, beet and maize. Cane, beet and maize 
sugar are called ‘natural’ sweeteners’ while ‘artificia? sweeteners include 
saccharine and aspartame which are synthetic sugars manufactured from 
petroleum, chemicals and other raw materials— products of bio-technology. 
Artificial sugar occupies as yet a low position in the global consumption of 
sugar even as it has emerged as a major substitute for natural sugar in 
USA and some other advanced industrial economies. 

Sugar derived from maize is available in the form of fructose and is 
essentially marketed as liquid sugar (high fructose corn syrup — HFCS). 
Other lesser imprtant forms of natural sugar include maltose (from malt), 
lactose (from milk), glucose and so on. The most important source of 
sugar however continue to be cane and beet. 

Sugarcane is essentially a tropical crop, while beet is cultivated i in 
temperate regions. The sugarcane—sugarbeet divide has, therefore, 
several dimensions. Cane is mainly a Third world crop (though countries 
like USA, South Africa and Australia also cultivate it) and beet is mainly a 
developed world crop—confined largely to Europe. More importantly the 
cultivation of cane for its eventual processing into sugar was the product 
of colonialism in almost all majcr cane sugar producing countries. While 
cane was cultivated in parts of Asia for several centuries the discovery that 
sugar could be manufactured from it and the actual spread of canc 
cultivation based on this motivation is linked to the conquest of Asia and 
Africa by Europe. European merchants carried European manufactured 
goods to Africa exchanging them for African slaves who were transported 
to Caribbean Islands and put to work on European-owned sugar planta- 
tions which produced raw sugar which was transported back to European 
refineries for processing into crystal white sugar. This triangular trade was 
one of the many forms of unequal exchange that colonialism had imposed 
on the territories it had annexed.? 

Indeed, it is interesting to note that till the 8th century sugar was 
unknown to Europe when it was for the first time brought in from the 
Middle East. However till the 17th century sugar remained a luxury 
consumed by the European nobility and almost totally absent from peasant 
consumption baskets? Тһе conquest of Barbados in 1627 was a major 
turning. point inthe history of sugar consumption since the consequent 
increase in the availability of the commodity facilitated its consumption 
by the average European household. So rapid was the growth in sugar 
consumption, thanks to the slave, trade and the sugar trade that also 
fuelled capital accumulation in Europe, that by the end of the 18th Century 
sugar was regarded as a necessity rather than a luxury and in the early 
1900s contributed to one-fifth of all calories consumed by an average 
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European household. And yet, in most ofthe poor colonies sugar was 
hardly ever consumed since much of the refining was іп fact done in 
Europe. - 
The refining of sugar wasa major business which facilitated the 
emergence of such business houses as Tate and Lyle which continue to 
dominate the world sales of refined sugar. Sugar also became the focus of 
free-trade theorists, and the Economist іп 1843 called it “This Pet of 
Protection” attacking those who wanted to keep sugar prices high and were 
thereby restricting its market.) The belief that the artificially high price 
of sugar maintained through tariff restrictions was restraining the domestic 
market for sugar in Britain encouraged sugar manufacturers and free-trade 
theorists to lobby against restrictions. Thus, in 1846, under pressure from 
British sugar producing interests and under that of the famous free-trade 
advocates “Тһе Manchester School", British tariff policy swung in favour 
of free-trade. The impact of this policy on sugar consumption within 
Britain was perceptible. Percapita consumption of sugar rose in Britain 
from less than 20 Ib. per year between 1815 and 1844 to over 34 Ib. during 
1844 and to between 80 to 90 Ib. during the 1890s." 

While the increasing consumption of sugar reflected the growing 
affluence of Britain and of its various social classes the implications for 
the sugar exporting nations of this trade was far from sweet. Indeed the 
other side of the coin, as it were, of the sugar trade was (apart from the 
earlier slave trade) the increasing dependence of several sugar producing 
economies on the earnings from a single crop. Тһе mono-crop nature of 
several African, South and Central American economies was the product 
of their excessive dependence on their export trade to the advanced 
industríal nations—the metropolitan economies. 

To sum up, the production of and trade in sugar as far as the Sugar 
Exporting Developing Economies (SEDEs) are concerned were the product 
of colonialism. Both production and trade were controlled by European, 
mainly British, capital and consumption was concentrated mainly in 
Europe. The sugar. dependency of the SEDEs was therefore the symbol of 
colonialism in these economies. What is ironic about the current crisis in 
the international sugar economy isthat itis Europe's attempts now to 
free itself of the ‘dependency’ on imported sugar that has once again 
pushed the SEDEs into major economic convulsions. 


"The Structure of Production and Consumption 


Sugar is one of the world's most widely produced and traded com- 
modities. While over 110 countries are listed as sugar (beet and cane) 
producers, as many countries are listed as net importers, while nearly 60 
countries are listed as net exporters. However, not all the countries which 
are listed as sugar producing countries are involved in the final refining 
and export of crystal sugar. Many of the Caribbean countries export 
only raw sugar which is refined on the Continent by European multina- 


- 
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tionals like Tate & Lyle. So the structure of sugar production must be 
viewed at two levels, the production of raw sugar and the production of 
refined sugar. Most ofthe majorsugar producers of Asia and South 
America, like India and Brazil produce and trade in refined sugar while 
the Caribbean producers trade mainly in raw sugar which is refined in 
Europe. 

Though a large number of countries are listed as sugar producers and 
as net exporters it is only а few which dominate sugar production and 
trade. In the case of cane sugar, of course, production is more dispersed,, 
but in the case of beet sugar it is much more concentrated. For instance 
the EEC nations together produce 37 percent of the world production of 
beet sugar and all European nations (including COMECON countries 
account for 85 percent of world beet sugar production. In the case of 
cane sugar large producers like Cuba, Brazil, Australia and India account 
for only 30 percent of world sugar production and about 45 percent of 
world cane sugar production. Of the producers mentioned above India is 
the only major sugar producing country wnich is not a major sugar 
exporting country. Indeed, in recent years India has turned a net importer 
of sugar since its domestic production has not been keeping pace with 
increased domestic consumption—a result of domestic pricing and sales 
policy. Thus, if we exclude India, the other major producers, namely, 
EEC, Cuba, Brazil, and Australia account for 63 percent of world net 
exports of sugar (beet and cane) during 1980-85. (See Tables 1 and 2) 

As stated earlier, while the global production of cane sugar was the 
product of the outward expansion of European merchant capital in the 
18th and 19th centuries the production of beet sugar was largely a result 
of protection offered by continental governments like Germany and 
France to their beet producers. Beet entered the world sugar basket 
relatively late; though it had a brief spell of existence in the earlier part of 
the 19th century when the Napoleonic Wars had disrupted world trade in 
cane sugar, its real growth dates back to the turn of the century. 

Despite the protection offered to European beet sugar till the mid- 
1960s Europe was still an important importer of sugar and the EEC 
nations were also net importers. Тһе ratio of domestic production to 
consumption of sugar in the EEC was about 73 percent in 1951-55 and 82 
percent in 1966-70. This was in contrast to a Production/Consumption 
ratio of 644 percent and 361 percent in Central America for the periods 
1951-55 and 1966-70 respectively and 677 percent and 444 percent for 
Africa for the relevant periods (See Table 3). In short, till as late as 1970 
the EEC was nota net exporter of sugar since its own production was 
below its consumption levels. This inspite of the fact that major EEC 
producers like Germany and France continued to protect their producers 
since the early part of this Century. 

However, all this has dramatically changed over the 1970s. The EEC 
has emerged as a major net exporter of sugar with a production/consump- 
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tion ratio of 131.4 percent and Asia asa whole has moved from being a 
net exporter to a net importer with the production/consumption ratio 
slipping from 157.7 percent іп 1966-70 to 80.16 in 1980-85. While other 
major sugar exporters have not turned importers their ratios have all come 
down both on account of increasing domestic consumption and also on 
account of contracting external markets. 

The upshot of all this has been a decline in world trade of sugar. 
The decline in world sugar trade on account of the increasing self-suffi- 
ciency of the traditional sugar importers is one major structural change in 
the global production of sugar. Two other factors have contributed to 
this trend. Firstly, a decline in per caput sugar consumption in some of 
the major sugar consuming markets of the world, especially the USA where 
for instance percapita consumption of sugar registered a dramatic decline 
in recent times falling sharply from about +40 kgs іп 1980 to about 30 kgs 
іп 1985, оп account of the saturation іп sugar consumption levels. (See 
Table 7). The second reason is even more important, namely, the emergence 
of sugar substitutes (artificial sugar and HFCS). According to one study, 
the decline in per capita consumption of sugar (cane and beet) in the USA 
was accompanied by an increase in that of artificial sugar from 6 1bs to 
16 1bs during the same period. This was also accompanied by an increase 
in the consumption of HFCS—which is mainly consumed by the soft 
drinks and the food processing industries іп USA and Canada.? 

To sum up, the increasing production of beetsugar in Europe, the 
growth of sugar substitutes in USA and a general deceleration in the 
growth of per capita sugar consumption in the richer countries have all 
contributed to the decline in the global trade in sugar in general and of 
cane sugar in particular. 


The Global Trade in Sugar 


So far in our discussion we have referred to global sugar trade as if 
it were an undifferentiated phenomenon. The fact is that the global market 
is divided into ‘preferential’ market arrangements and into the ‘residual’ 
or the ‘free’ market. The so-called ‘free’ market is itself regulated from 
time to time by the International Sugar Agreement between major net 


exporters and net importers. The ISA, though finding its origins in the . 


Brussels Convention cf 1902, is really a post-Depression institution which 
has attempted to induce stability into the earnings of sugar-exporting 
countries. We shall briefly examine the structure ofthe sugar trading 
arrangments before looking at “the implications of recent trends in this 
area. 

The Preferential Markets : Given the fact that the Pre-War sugar 
trade was essentially between the colonies and the colonial masters the 
concept of ‘preferential’ sugar agreements was essentially a post-War 
phenomena. The earliest such arrangement was between the USA and some 
its ‘dependent’ allies like Cuba under the US Sugar Act of 1948. The 
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arrangement came under strain when Cuba witnessed a revolution and the 
US abrogated its treaty with it in 1960. After over 40 years of its existence 
the US Sugar Act has lapsed and has not been renewed owing to the 
increasing self-sufficiency in US sugar consumption and its declining depen- 
dence on imports. 

' The second important arrangement, which in a sense was the result of 
the collapse of the US-Cuba agreement, was the Cuba-Comecon trade 
arrangement under which Cuba secures preferential markets in the USSR 
and other East European countries. Cuba has similar arrangements with 
China also. 

However, by far the more important arrangement from the viewpoint 
of the SEDEs is the EEC-ACP arrangement whose origins must be seen in 
the Commonwealth Sugar Agreement (1951) between the U.K. and its ex- 
colonies, and a similar arrangement between France and its colonies under 
the Yaounde Convention of 1963. Both these were merged into the EEC- 
ACP Sugar Protocol after the U.K. joined the EEC. Under the Common- 
wealth Sugar’ Agreement, Commonwealth countries were conferred а 
market for a fixed amount of sugar at а price generally above that pre- 
vailing on the ‘free’ market. 

The preferential trade arrangement which has come under the 
greatest pressure owing to the increasing self-sufficiency of sugar exporters 
and more so on account of the emergence of the EEC as a major net 
exporter is this EEC-ACP arrangement. Under the Sugar Protocol, forged 
at the Lome Convention in 1975 most products originating from forty-six 
African, Caribbean and Pacific (ACP) states were to be imported duty- 
free provided that the treatment applied to such products was not more 
favourable than that applied among the member states themselves. While 
the UK now imports the bulk of the sugar under the EEC-ACP Sugar 
Protocol the exports under the Protocol are also dominated by a few 
countries, namely, Mauritius, Fiji and Guyana (which account for over 60 
percent of the quota).? (See Table 4). For countries like Barbados, Jamaica 
and Swaziland, apart from those mentioned above, the Sugar Protocol is 
an important guarantee of an export market іп a crop on which they аге 
highly dependent and on which dependence was foisted by two hundred | 
years of colonial and neo-colonial domination. 

Any abrogation of any of these three preferential market arrange- 
ments-can cause serious problems for the sugar exporting developing eco- 
nomies. While it is true, as the World Development Report, 1986 suggests, 
that “Ву paying producers more than the world price for sugar, the Sugar 
Protocol transfers income from the consumers in the EC to producers in 
developing countries”, the world price of sugar is hardly a basis for com- 
parision since that price, as we shall see later has been depressed by the 
rapid growth of EEC sugar output and the emergence of sugar substitutes. 
This latter phenomenon cannot be regarded as simply an unavoidable fact 
that has to be coped with without understanding the role of EEC subsidies, 


64 - ‚ SOCIAL SCIENTIST 


and ‘dumping’ of sugar, іп making this possible. For the same reason, 
again as we shall elaborate later, the position taken by the WDR, 1986 
that the historically determined quotas which have through the Protocol 
tended to freeze world trade patterns and have thereby “‘put new producers 
orcountries which have improved their efficiency at a disadvantage" is a 
misleading proposition.. It is misleading because much of this ‘efficiency’, 
atleast in the case of the EEC, was achieved on the basis of heavy protec- 
tionism. An appeal to free trade and efficiency after structural adjustment 
though protectionism has been made by some of the most advanced indus- 
trial nations of the world in the context of an agricultural commodity 
appears rather odd. More on this later. 

The ‘Free’ Market : Of the two markets the free market is the older 
in the sense that it has existed since the advent of trade in sugar. However, 
the free market ceased to be a ‘free’ market in the real sense of that term 
from around the beginning of this century when sugar exporting nations 
began to arrive at trading settlements even on the free market. The initia- 
tive in this direction was first taken by European beet sugar manufacturers 
when, at the turn of the century, under the pressure of increasing beet 
sugar manufacture the world price of sugar began to come down. At the 
Brussels Convention in 1902 beet sugar producers met to agree on con- 
trol on the production and sale of beet sugar in Europe. 

The major intervention in the free market was however, the product 
of the Great Depression. Suffering under the impact of the depression US 
multinationals operating in Cuba initiated. a move in 1930 through the 
Chadbourne Agreement to carve out the US market between exporting 
countries that were signatories to the Agreement. By 1931 60 percent of 
world sugar exporters were represented in the Agreement. The Agreement 
collapsed by 1935 since all exporting nations had not joined it and this 
had created an anamolous situation for those who were its signatories since 
they were losing out a share of the expanding world trade due to the pro- 
visions of the Agreement.? 

The first major international agreement covering all the major sugar 
exporting nations was the International Sugar Agreement of 1937. It 
stressed the need to maintain “ап orderly relationship between the supply 
and demand for sugar in the world market", to assure “ап adequate supply 
ofsugar...at a reasonable price." Тһе agreement allocated export 
quotas for “sugar traded on the world market and importers made various 
commitments to maintain the level of their imports.”!? 

The II World War disrupted the working of the ISA 1937 and the 
post-War ISA was signed in 1953, renegotiated in 1958 and ended in 1963. 
It however, came under heavy strain in 1960 when the USA declined to 
honour its commitment to Cuba under its earlier bilateral agreement and 
forced Cuba to deliver much оҒ its sugar onto the world free market (that 
is, before it could come to an understanding with the Comecon) thereby 
pushing world sugar prices below the floor levels specified by the ISA 1958, 


STRUCTURAL CHANGES ІМ THE INTERNATIONAL SUGAR ECONOMY 65 


Theoretically the turning point for international trade in sugar 
came with the emergence on the global trade Scene of the UNCTAD though 
in practice this did not make much of a difference for the SEDEs. 
The UNCTAD initiated international commodity agreements in a variety 
of primary commodities including sugar and under its supervision the 1968 

ISA was signed. Thus, The 1968 Sugar Agreement, reflecting the new mood 

of the international trade negotiating community, aimed to increase the 
export earnings of “developing exporting countries’, to secure prices which 
were remunerative to producers but not so remunerative as to encourage 
excessive production іп developed countries, and to provide for adequate 
participation in, and growing access to, the markets of the developed 
countries for sugar from the developing countries!?, Interestingly, the 
ISA 1968 also authorised the constitution of a Sugar Consumption Com- 
mittee to review ways of encouraging increased consumption of sugar sud 
to study the impact of the growth of sugar substitutes on the consumption 
of sugar, aims which it hardly ever fullfilled. 


Each of the above ISAs was fraught with several weaknesses апа 
limitations. It is not our purpose here to evaluate these or even 
the more general experience of the ISA. The point we wish to 
make is that after nearly two hundred years of sugar trade it was only in 
1968 that for the first time a truly international sugar agreement was signed, 
involving all the major sugar exporting nations and the terms of the 
agreement were such as to protect the interests of the SEDEs. Indeed, the 
ISA 68 was explicit in its commitment to the SEDEs unlike earlier ISAs and 
and yet one should not be misled by the rhetoric since the subversion of 
the basic tenets of the 1968 ISA began almost immediately after it was 
signed. The policy of the BEC to subsidise production of beet sugar which 
took shape in the early 1970s began to push up EEC sugar production and 
thereby pushed down world sugar prices, so much so that there was ‘“‘little 
enthusiasm for negotiating the new agreement in 1973”,4 Though this was 
done in 1973 and subsequently for periods of one year in 1975 and 1976 
the renewal of the ISA in 1977 was confronted by the EEC's unwillingness 
to go along with it in the absence of a higher export quota for itself, “А 
cloud hung over the 1977 Sugar Agreement even before it became operative 
owing to the failure of the EEC to adhere to its terms. Subsequent experi- 
ence also fell short of expectations." 9! Thus, the radicalness of ISA 1968 
meant little for the SEDEs since the EEC through its policy of encouraging 
subsidised domestic production, systematically pulled the carpet from under 
the feet of the SEDEs. 


The EEC came under attack not only from SEDEs but from other 
major sugar exporters like Australia and Brazil and the United States 
which accused it of “dumping subsidised sugar’ on the world market. БЕС 
sugar Subsidies were targets of severe international attack and the US 
Suggested that the single factor contributing to the decline in the free 
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market price of sugar was the excessive and subsidised production of 
sugar in the EEC.’ While the truncated ISA 1977 remained in operation 
till 1983 the global sugar market had to come to terms with the emerging 
reality of increasing global self-sufficiency and so in 1983 the ISA was not 
renewed. 


The collapse of the ISA was an inevitable consequence of the policies 
pursued by the EEC. However other factors also contributed to it. For 
one thing, it must be remembered that the ISA covered only the ‘free’ 
market and not the preferential market. Thus the sugar exporting 
countries which had no share ofthe preferential market, like Australia, 
demanded a greater share of the free market and made this a condition 
for the ratification of the ISA. Оп the other hand, Cuba also demanded 
a share of the free market which countries like Australia were not willing 
to yield to it on account of the former's extensive preferential market 
arrangement. All these factors accompanied by the decline in US imports 
of sugar (due to the growth of sugar substitutes) contributed to the 
collapse of the ISA. 

Needless to add, any commodity selling agreement between poor 
exporting countries and rich importing countries especially in an agricul- 
tural commodity like sugar is bound to be inherently biased against the 
exporter. To add to this inherent weakness the policies pursued by the 
major importers which were beyond the control of the exporting countries 
made the latter’s position even weaker. The built-in weakness of the 
SEDE position finally contributed to the collapse of the ISA and to the 
heightening of the internal crisis in the SEDEs. 

Before going into some detail on the policies pursued by the EEC a 
brief look at Tables 1, 2, 3 and 5 would give an idea of the impact of EEC 
policies on world trade patterns. Table 6 gives the share of the Free 
Market in world net exports. 

What Table 6 clearly shows is the greater dependence of Central 
American, African and Asian countries on the preferential markets and 
almost exclusive dependence on the free market of the EEC and Australia. 
(In the case of South America the figures reflect the virtual domination of 
Brazil in this continent's sugar trade). Table 5 shows the international 
divide we have been refering to earlier, with USSR, USA and Japan being 
the dominant importers of sugar (the figures are for total net imports and 
so would include the imports via preferential arrangements). The USSR 
imports nearly 3/5 ths of its requirements through special arrangements 
with Cuba and the rest from the free market, while China, Japan, Canada 
and USA import largely from the free market. 

On the export side the dominance of Cuba, EEC, Brazil, Australia 
and a few Asian and African countries is obvious. What is striking how- 
ever is the rapid growth of the EEC which had a share Of 2.11 percent in 
the global net exports in 1966-70 and increased this to 13.58 during 1980- 
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85. The only other beneficiary of the declining share of SEDES in global 
net exports was Brazil. 


The Case Against EEC 


That the EEC has in large measure contributed to the decline in 
global market shares of the SEDEs is well known. What is also known, 
but needs to be emphasised, is that the SEDEs have not only lost out in 
terms of their share of the free market but also оп account of lower price 
realisations on this market. The free market price of sugar has registered 
a secular decline over the last fifteen years deviating from this trend for 
brief spells during the mid-1970s and the early 1980s. The ISA Daily 
Price (which is calculated as an average of the New York and London fob 
prices of stowed Caribbean raw sugar) which was around 8.73 US cents 
per Ib in 1979-1980 had slipped to 4.63 US cents per Ib by 1984-1985. Thus 
by the mid-1980s the global free market price prevailed at levels which 
were one-fourth of what the EEC was paying its producers and a little less 
then one-fourth of what the US sugar producers were securing.!? 

Thus, EEC policy of offering sugar subsidy to its beet producers had 
the dual impact of firstly encouraging an over-production of sugar and 
then depressing free market prices since this sugar was ‘dumped’ by the 
EEC on the free market.’ 

The “‘selfishness and cynicism” of EEC policy, to put it in the words 
of a U K. Parliamentary Select Committee (1980)?9, was criticised even by 
the World Bank which in its World Develoment Report, 1986 stated that, 
* Neither the EEC nor the US has been able (о adjust its sugar policies to 
the changing economic environment. Rather, they have accepted increased 
market distortions and growing economic costs, In addition, they have 
placed a great burden of adjustment on their trading partner, mainly 
developing countries. One study estimated that industrial countries’ sugar 
policies cost developing countries about $ 7.4 billion in lost export revenues 
during 1983, reduced their real income by about $ 2.1 billion, and increas- 
ed price instability in the residual world market for sugar by about 25 
percent.” : 

The EEC has however sought to defend itself by arguing that in the 
current global context it has infact recorded better performance in the 
production of sugar and that free trade, in the absence of preferential 
markets and subsidies offered by other SEDE and non-SEDE exporting 
countries, would tend to push out some of the less efficient SEDEs and 
infact expand EEC share of the free market. Alluding to a study on global 
production costs of sugar the EEC Advisor on sugar (an Economist 
employed by the British sugar firm S & W Berisford) Simon Harris, 
reported to an International Conference on Change and Crisis in the 
International Sugar Eoonomy, that the results of this study “confirm the 
loss of-competitiveness among traditional small exporters in the Caribbean. 
They demonstrate also the relative competitiveness of three of the EEC’s 
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four largest sugar producers"? Harris goes further: to suggest what the 
troubled SEDEs should do: “То improve competitiveness governments 
would be faced with taking decisions such as whether to allow their 
industries to modernise by mechanising, even though this meant an increase 
in unemployment. Or again, governments would have to take on their 
unions in a fight to get wage levels down. It is these sort of decisions, 
involving social and politcal dilemmas, which governments must take if 
their industries are to be competitive in world terms.”?3 

How valid is this assesment ? In the first instance, who is responsible 
for the dilemma that SEDEs face? How have they lost their com- 
petitiveness ? And who will have to bear the burden of the inevitable 
adjustment process 7 The smug EEC response that they are now competitive 
globally and the adjustment must be on the part of those who ‘lost their 
competitiveness’ does not take account of the historical process that has 
led to this crisis. It does not refer to EEC subsidies and their impact on 
improving EEC competitiveness and weakening the position: of the SEDEs. 
Let us elaborate. ; 

First let us enter the caveat that international cross-country compa- 
risons of competitiveness аге fraught witn all manner of problems of non- 
comparability of data, role of exchange rate variations, appropriate 
shadow prices, and so on. Granting all these if we look at some of the 
cost studies conducted an interesting picture emerges. According to an 
OECD study conducted in 1965 the two Caribbzan producers, Jamaica and 
Guyana enjoyed a distinct advantage over U.K. in the cost of production 
of sugar. (See Table 8) The more recent study of EEC reveals that Trinidad, 
Guyana and Barbados have lost this advantage vis-a-vis all EEC ex- 
porters, while Jamaica has lost this with respect to all except U.K. 
(Table 9). 

Even if this were true, the fact remains that the EEC, which has 
obviously been a beneficiary of the policies pursued over the last two 
decades, has secured this advantage on the basis of an intensely protectio- 
nist policy combined with heavy subsidisation of domestic production. The 
consequent loss of market share and overall realisations that the SEDEs 
have suffered has prevented them from finding the funds to modernise and 
restore this lost comparative advantage. In short, the EEC has secured 
comparative advantage on the basis of protection and subsidy and not 
through a competitive struggle with the SEDEs. Having secured this 
advantage, and in the process having weakened the SEDES, the EEC now 
advocates a policy of ‘survival of the fittest’ via free trade ! 

Indeed, even The Economist which bas otherwise been sympathetic to 
the SEDEs in its Editorial (quoted earlier), while suggesting that “It is 
important to end this idiocy”, recommends replacing it with a, “freer 
market that encourages sugar to be grown where it is produced most 
efficiently." Asif free markets will negate what twenty years of protec- 
tionism has awarded to the EEC! Of course it is true that a truely free 
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trade will weaken EEC and help some of the other more efficient producers 
such as Australia, Fiji; Cuba and some of the other Asian producers. But 
it will most certainly ruin the Caribbean islands where sugar and slaves 
arrived with the European trader. Quite clearly the European sugar 
trader longs once again to enter the Caribbean and ruin the once enslaved 
peasant. 


As one would expect even the World Bank has joined the movement 
for free trade calling for an end to all ‘preferential arrangements’. The 
Sugar Protocol, the WDR, 1986 argues, has tended to "discourage efficien- 
cy among producers, prevent EEC consumers from buying cheaply, 
increase transport and handling costs, discriminate against efficient sugar 


producers outside the arrangement, and encourage higher world output of 
sugar.'?4 


` While a case can be made for changes іп country-wise quota alloca- 
tions in the ISA and for price adjustments in preferential markets that 
would discourage excess production and encourage efficiency it appears 
rather difficult that апу convincing case can be built up against any form 
of protected quotas, either on the free or the preferential markets for 
SEDEs. One does not have to provide once again a justification for third 
world countries seeking protection in primary commodity markets against 
the monopsonistic power of the advanced capitalist countries. The deve- 
lopment and trade literature of the sixties has provided adequate rebuttal 
of free-trade ideologues. Тһе question nevertheless has been brought 
again, and this time by the World Bank in its WDR, 1986, іп a 
manner as if to suggest that these questions were either not discussed 
before or require a fresh appraisal. Does this have anything to do with 
the general crisis that afflicts world trade and is forcing developed capita- 
list countries to find ways out—even if such ways аге at the expense of 
Third World countries ? 


Further the suggestion that free trade, without the distorting and 
obstructing interference of preferential arrangements, would somehow 
promote efficiency and protect the interests of the SEDEs is а banal pro- 
position in the context in which primary commodity trade finds itself— 
dominated, that is, by European and US multinationals. For instance, 
even in sugar, while the refining of SEDE sugar is dominated by European 
multinationals the promotion of artificial sugar developed by bio-techno- 
logy is totally controlled by US multinationals. 


Indeed, in the midst of the enveloping sugar crisis АСР sugar ex- 
porters are anxiously awaiting the verdict of the Monopolies and Mergers 
Commission in Britain hoping it would yield a ray of hope for cane sugar 
in the EEC. In the process the once-enslaved SEDEs of the Caribbean 
аге championing the cause of a multinational firm which for the people of 
the islands is a symbol of colonial oppression—Tate & Lyle ! 


та 
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Sugar Trade and MNCS 


Тһе case is worth recounting in some detail. Tate & Lyle is waiting 
to secure the clearance of the Commission in its bid to take-over a rival 
beet sugar refining firm, British Sugar, owned by S & W Berisford, U.K. 
If Tate succeeds it acquires 94 percent of the British sugar market.” Tate 
beinga predominantly cane sugar refining firm, dependent on ACP cane, 
wishes to acquire British Sugar in order to acquire a foothold in the beet 
sugar industry—an insurance against the declining fortunes of cane sugar 
in Europe. ACP producers would alsolike to see Tate acquiring this 
clout if only to prevent the Italian firm Feruzzi, Tate's main rival which 
already has а 23 percent stake in S & W Berisford, from doing so. For, 
ifthe latter should happen, not only would Tate's own position in the 
British sugar market weaken but the days of cane refining may be number- 
ed if Tate decides to move out of it and into artificial sugar—an eventua- 
lity which can at least be postponed by Tate emerging as a virtual 
-monopolist in the market. А victory for Tate & Lyle isa victory for 
cane sugar! Furthermore, a defeat for Tate is пої simply a victory for 
Feruzzi but a victory for beet sugar refining industry. With greater clout 
on the market beet sugar multinationals will only abet beet sugar growers 
into demanding more protection anda total elimination of cane sugar 
from Europe! Resisting such a pressure would be difficult even for a 
multinational. 

And so we have the spectacle of ACP producers lobbying in Europe 
for a Tate takeover ! “The ACP producers are not worried”, The Econo- 
mist reports, “that new beet interests for Tate would cause the firm to 
desert cane. Tate has had a long relationship (sic !) with them and trust, 
they say, is the key. A lot hangs on it. The sugar quota sustains the export 
earnings of many of the cane producers.”*® 

In other words, the fact that sovereigu developing nations trade at 
the mercy of MNCs isan aspect that seems to completely escape the 
-critics of preferential arrangements, like the authors of the WDR, 1986, 
who advocate free trade without commodity agreements. Any rectification 
.of the current distortions in the global sugar market, cannot be made, if 
they have to be in the interests of the SEDEs, through a dissolution of pre- 
ferential arrangements. The solution infact lies in a comprehensive market 

sharing arrangement including price support policies aimed at protecting 
_atleast the weakest and poorest economies of the sugar producing world, 
at any rate the sugar islands of the Caribbean. 

The structural changes in the global sugar economy that we have 

"discussed earlier are not simply the product of the current crisis in which 
sugar prices are plummeting down, infact, it is the other way round. The 
“crisis in the sugar market is the product of structural changes that have 
been underway over the last few decades. Тһе solution therefore, to the 
plight of the SEDEs, cannot be based on accepting the ‘reality’ of the 
global market situation. This ‘reality’ has to be changed through inter- 
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national interventionist policies aimed at protecting the interests of the 
poor nations. қ 

To expect the BEC or the US or any of the MNCs to take the initia- 
tive inthis regard would be naive. The initiative quite obviously must 
come from the poor—the SEDEs. This responsibility the SEDEs can take 
only when their national leadership is willing to protect the interests ОҒ its 
peoples and adopt a defiant posture against the relentless machinations of 
imperialism—and not merely remain supplicants or cheer leaders for 
multinationals. A А 4 

In this sense the general policy thrust of the WDR, 1986 even in the 
case of other primary commodities goes tangential to the experience of 
developing countries through the 20th century, including the Post-War 
period. While one may accept with qualifications the assessments that 
“International commodity agreements are often costly and inefficient 
international responses to the problems caused by the variability of world 
prices. They frequently degenerate into efforts by producer groups to 
raise, rather than stabilise, prices," the solution cannot surely be a 
return to total deregulation of commodity trade. For, there is no reason 
to believe that the gains from such deregulations "will be much larger if 
significant progress is made in liberalising trade,’’® when liberalisation 
essentially implies handing over the sovereignty of nations to multinational 
corporations. 
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ANNEXURE 


Table 1 


_ PERCENTAGE SHARE OF MAJOR PRODUCERS IN WORLD 
SUGAR PRODUCTION 


————————— 





Country 1966-70 1980-85 
EEC 10.80 14.64 
Cuba 8.69 7.99 
Australia 3.65 3.64 
Barbados 0.25 0.11 
Dominican Rep. 1.20 1.16 
Jamaica 0.65 0.22 
Mexico 3.53 3.13 
Brazil 6.39 9.27 
India И 5.06 7.27 
Mauritius 0.95 0.66 
Fiji 0.51 0.45 
Guyana 1.81 0.29 
S. Africa 2.41 2.18 





———————M——Ó— 


Source : Computed from Sugar Yearbook, International Sugar Organisation, 
London. 


Table 2 
RATIO OF NET EXPORTS TO DOMESTIC SUGAR PRODUCTION 
———————————————————————— 


Country 1966-70 1980-85 (Percentage) 
БЕС 4.8) 24.10 
Cuba 89.6 91.34 
Australia 70.2 74.49 
Barbados 91.0 84.22 
Dominican Rep. 80.8 76.03 
Jamaica 78.8 51.56 
Mexico 25.0 n.i. 
Brazil 24.3 31.14 
India 7.2 7.3 £ 
Mauritius 93.8 93.30 
Fiji 95.0 93.70 
Guyana І 84.7 87.65 
S. Africa 44.1 31.42 


ees 


Source : Same as Table 1, 
Note : @ — Excluding U.K. 
£ — Only for 1982-83. In other years India was a net importer. (n.i.) 
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Table 3 


RATIO OF PRODUCTION TO CONSUMPTION (PERCENTAGE) 


Country 


1951-55 





EEC 72.6 
USA 55.3 
U.K. 29.0 
Japan 4.0 
USSR 87.8 
C. America 644.0 
S. America "s 130.9 
N. America 50.6 
Europe 57.9 
Asia 210.5 
Africa А 676.9 
Australia И 192.8 





Source : Same as Table 1. 


` 1966-70 


81.9 
55,9 
32.9 
24.3 
92.0 
361.4 
141.9 
51.9 
67.7 
157.7 
443.8 
358.3 





1980-85. 


131.4 @ 
65.3 | 
29.9 
71.9 

258.3 

130.9 
59.4 

92.48 

80.0 


103.3 
451.0 - 


E E e E € a M À— HQ 8 —ÀÀ rà M—— M 





Quota as a 


“аге of quota Yage of Production 


51 
38 


Note : Q — including UK. 
Table 4 
EEC SUGAR QUOTAS, 1981-82. 
I 
Preferred Quantity wage of Exports as 
Country (fons) total 
ОСОРЕ a MR 

Barbados 49,300 3.8 100 
Belize 39,400 3.1 111 
Fiji 163,600 12.7 116 
Guyana 157,700 12.2 127 
India 25,000 1.9 0 
Jamaica 118,300 9.3 105 
Kenya 93 0.0 0 
Madagascar 10,000 0.8 0 
Malawi 20,000 1.6 105 
Mauritius 487,200 37.8 94 
St. Christopher 
& Nevis 14,800 11 107 
Ѕогіпате 2,667 0.2 -- 
Swaziland 116,400 9.0 106 
Tanzania 10,000 0.8 0 
Trinidad & 
Tobaga 69,000 5.4 98 
Uganda 409 0.0 — 
Zaire 4,957 0.4 0 
Total 1,288,826 100.0 100 


E Eam AR i ER TY 


Source : World Development Report, 1986, Box 7.4, p. 143. 
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Table 8 
COST OF PRODUCTION PER TONNE OF RAW SUGAR (1965) 


MÀ cu 








2 Cost Jamaica Guyana U.K.- 
TUTTO M 
: (i) (ii) : 
Cane/BeetCost: 95.0 86.0 61.5 98.1 
Processing Cost: 27.5 29.0 25.4 24.8 
Total Cost 122.5 115.0 93.2 122.9 


Source: OECD Study (1976) ; 
Note : (i) Based on a private study (ii) From Govt. Report. 


Table 5 


MAJOR NET EXPORTERS AND NET IMPORTERS OF SUGAR, 1980-85 
(Share in World Total Net Exports and Net Imports—?/age) 


—— 


Net Exporters Net Importers 
MÀ LLL 
1. ЕЕС. 13.58 (2,11) 1. U.S.S.R. 2223 ` 
2. Cuba 28.11 (31.05) China 6.93 
Dominican 2. U.S.A. 10.08 
Republic 3.40 (3.88) 3. Japan 8.15 
C. America 35.60 — Canada 4.22 
3. Brazil 11.11 (6.22) Egypt 3.56 
S. America 15,52 — Iran 2.64 
Phillipines ` 4.61 (6.17) Nigeria 2.58 
Thailand 5.50 — Algeria 2.38 
ғ Asia 12.09 — Mexico 2.32 
Mauritius 2.36 (3.55) S. Korea 2.15 
S. Africa 2.98 (4.25) Malaysia 2.08 
Swaziland 1.44 (0.87) Total 69.32 
Africa 8.67 == 


Australia 10.43 (10.23) 


Table 6 
RATIO OF NET EXPORTS TO FREE MARKET TO WORLD EXPORTS (1980-85) 
ee) 
~ EE.C. 97.85 
C. America . 38.72 
S. America 94.06 
Asia 79.61 
^ Africa l 61.15 . 
Australía 97.57 
World Ave. i 70.20 


T—————————— OO 


Note: ‘Figures in brackets are for 1966-70, 
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Table 7 
RECENT TRENDS IN PER CAPITA SUGAR CONSUMPTION 
(KG S RAW VALUE) 
Region 1980 1981 1982 1983 
Europe 41.0 40.6 41.3 39.6 
EEC 40.3 38.9 38.9 38.5 
U.S.A. 4 39.0 36.0 34.5 
C. America 43.8 43.9 45.9 42.2 
Asia 8.5 8.6 9.4 9.7 
Africa 15.1 15.7 15.0 12.1 
WORLD 21.2 20.2 19.8 202 
l Table 8 


1984 
42:2 
39.0 
32.7 
44.0 
10.4 
14.5 
20.0 


m a M— nd! 


1985 


41.1 
41.0 


- 30.5 


44.2 
10.9 
14.7 
20.3 


LD, 


THE RANGE IN WORLD SUGAR TOTAL PRODUCTION COSTS, 
1979/80--1982-83 





(weighted world average= 100) 


арача 


index value 





Country sugar plant 

Japan cane 

Japan beet 

Trinidad(c) cane 

Italy(®) beet 

Poland beet 

Guyana(c) cane 

Barbados(^) cane 

US beet 

US mainland cane 

UK) beet 

Јатаіса(с) сапе 

W. Germany(?) beet 

Belize(c) - cane қ 
India cane ) 
Thailand cane ) 
Argentina cane ) 
Brazil (N/NE) cane ) 
Philippines cane ) 

Mauritius(c) cane ) 
France (%) beet 

Cuba cane 

Dominican Republic cane 

St. Kitts(c) cane 

Australia cane 

Fiji(c) cane 
.Brazil (Central/Sorth) сапе ) 
South Africa cane ) 


Note: (а) Average 1979/80—1982/83 exchange rates and base years for data; 
constant prices ; ex-mill costs in terms of raw sugar (96 pol). 


229 
170 
158 
155 
141 
118 
113 
111 


107 
102 


97 
92 
91 


90 


derived by a synthetic cost engineering approach. 
(b) EC Member State. 


(c) ACP State with an EC sugar quota. 
(d) Since the data for these results were collected, it islikely that relative 


rankings between countries have moved further. 
has improved significantly versus other EC producers. 


Source : Derived from Congressional Research Service, World Sugar Trade and US 
Sugar Policy, Report No. 85-114 ; Washington D.C., USA, (1985). 





Thus the UK position 


Costs 


À 
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International Commodity Agreements : 


The Case of Natural Rubber 


The recent history of commodity agreements is littered with failures, 
missed opportunities and growing tensions between the developed and deve- 
loping countries. The fall in oil prices and the dissensions within the Orga- 
nisation of Petroleum Exporting Countries (OPEC) demonstrated the 
inability of the third world cartels to control commodity prices. 
Despite the protective commodity agreements, prices of many raw mate- 
rials have fallen sharply in recent years and the loss in revenues has 
decimated many third world producers. A corollary of the declining com- 
modity prices is the deteriorating terms of trade of the NE exporters 
vis-a-vis:the developed importers. 

An international commodity agreement (ICA) is a formal agree- 
ment between the countries producing and consuming a commodity to 
control the market in some respect. Some forty ICAs covering thirteen 
commodities have been concluded since 1931. Although the details of their 
objectives have varied, virtually all have sought to stabilise as well as to 
increase the price of the commodity concerned. The present plight of many 
primary commodities suggest that the. underlying political and economic 
factors that determine the fortunes of the commodities are beyond the 
control of producers. The fate of Chinese green tea during the turn of the 
20th century and recently the declining fortunes of sugar are clear cases 
which illustrate the fact that a handful of transnational corporations can 
determine the destiny of the primary commodities.! At the end of 1985 
only four agreements capable of ibineneng. prices were still in operation 
and only one of these was actively doing 50.2 

The two basic objectives of the commodity agreements appear to be : 
(1) to stabilise commodity prices and (2) to ensure remunerative or equit- 
able prices—that is, generally to raise them. The available indicators tend 
to suggest that the efforts of the commodity exporters to achieve the basic 
objectives are marred by a multitude of factors arising mainly from the 
basic conflict of interests between the producer and consumer countries on 
the one hand and the bluntness of the instruments. used to achieve the 
objectives on the other.? Even today, after protracted negotiations during 


*Market Research Officer, Kottayam Rubber Research Institute of India, Kerala 
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more than the last fifty years, the issue of price stabilisation of various 
commodities remains unsolved and the proposal for setting up a multi- 
billion dollar fund to finance an ambitious commodity price stabilisation 
programme has never attracted sufficient international backing to come 
into force—a measure of dwindling enthusiasm of the industrialised 
countries for commodity cooperation. None of the new agreements has 
economic muscle. Like the cocoa and sugar pacts, they are forums where 
importing and exporting countries exchange information and discuss issues 
of mutual interest—except the critical one of prices. 

Many observers feel that the developed importing countries are 
dictating terms in the international commodity trade due to а number of 
interrelated advantages enjoyed by them. One among them is the emer- 








gence of close substitutes and synthetics patronised by the developed 4 
countries. The synthetic substitutes have steadily and systematically been 
replacing the natural products from the world market. 

Table 1 

TRENDS IN WORLD PRODUCTION AND CONSUMPTION OF 
NR AND SR (1955-1984) 
Base : 1956--100 
Production Production Percentage Percentage 
Year index of index of share of share of 
NR SR NR in World SR in 
l consumption World 
consump- 
tion "Y 

1956 100 100 64.0 36.0 
1960 105 155 47.9 52.1 
1965 123 248 38.8 61.2 
1970 161 478 34.7 65.3 
1975 172 557 32.4 67.6 
1980 — 200 706 30.2 69,8 
1981 192 692 30.4 69.6 
-1982 195 637 31.5 68.5 
1983 209 : 674 32.3 І 67.7 
1984 221. 738 32.5 | 67.5 











Sources: (1) Hidde P Smit, Globe Industry Report, Forecast for World Rubber 
Economy to the year 2000, Macmillian Publishers Ltd, London, 


P-332. 
(2) Rubber Statistical Bullettin, IRSG, Vol. 40, No. 4, London, January 


1986, pp. 4-5, 


F: 
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This paper is an attempt to. analyse the implications of the so-called 
“substitute revolution" which has contributed considerably to the futility 
of ICAs by examining the specific case of Natural Rubber (NR). 


The case of Natural Rubber 


The plight of natural rubber (NR) isa classic case where -synthetic 
rubber (SR) has steadily replaced it in the .international market. For 
instance, as оп 1984 around 70 per cent of world rubber production is 
accounted for by SR and the share of NR in total world rubber consumption 
has declined from 64.0 percent іп 1955 to,32.5 percent іп 19844 Table 1 
shows the trends in world production and consumption of NR and SR 
between 1955 and 1984. 

The significance of the year 1955 was in the fact that i in that year the 
U.S. Government sold its Synthetic Rubber production capacities to the 
private sector. The subsequent dynamic growth of the SR. industry was 
manifested in the continuous decline in the relative price and the relative 
share іп consumption of NR.? It is interesting to note that during the oil 
price boom of 1973-75 there was no appreciable increase in МВ. consump- 
tion inspite of the fact that SR prices registered a considerabe increase and 
the NR price relatively declined. The world commodity boom of 1972 
also did not have any appreciable impact on the prices of NR. 


Table 2 


PERCENTAGE SHARE OF MAJOR PRODUCERS IN NR PRODUCTION, 
NET EXPORTS AND RELATIVE SHARES IN CONSUMPTION 








Domestic NR 











Share in Share in consumption as a 
Country World NR Net World % of domestic 
production NR Exports production 
Malaysia 35.9 43.3 4.3 
Indonesia 26.2 28.6 6.6 
Thailand 14.8 16.8 5.0 
Sub total 7.96 88.7 Ы = 
Sri Lanka 3.3 Р 3.5 10.6 
India 4.3 : nil — 
China . . 4.5 nil -- 
Others f 11.0 7.8 eS 
Grand Total 100.00 - 100.00 


Source ; Rubber Statistical Bulletin, IRSG, January,-1986, London p. 8 
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Any attempt to understand the underlying economic factors behind 
the erosion of NR share in consumption and stagnant or declining prices 
has to delineate the production conditions of NR and SR as well as the 
market structure. i 


Production Conditions of NR 5 


NR production is concentrated in three South-East Asian Countries, 
viz. Malaysia, Indonesia and Thailand. Ав on 1984 these three countries 
accounted for more than 76 percent of total production of NR. Table 2 
gives the share of major producers of NR. 

NR production is not only concentrated in the developing 
countries, but a major portion of it comes from the small holdings in these 
countries. The figures on the relative shares of domestic consumption of 
the three major producers indicate the absence of a strong rubber goods 
manufacturing industrial sector in these countries. These two factors, viz. 
the predominance of small holdings and a relatively higher degree of 


Table 3 
THE PERCENTAGE SHARE OF MAJOR CONSUMERS IN THE NET IMPORTS 
OF NR AND THE SHARE OF TYRE SECTOR IN TOTAL 
CONSUMPTION OF NR 1984 








Percentage share Share of the tyre 
Country in Net world sector in total 
imports of NR consumption of 
NR (in percen- 
tage) 

(1) (2) (3) 
U.S.A. 21.5 : 76.6 
E.E.C. 18.4 65.4* 
Other Western Europe 6.6 М.А, 
Јарап 14.6 78.9 

Sub Total ^ 616 — 

Total Eastern Europe 61.1 N.A. 
China 6.1 N.A. 
Canada 2.9 N.A. 
Rep. of Korea 4.3 N.A. 
Others 14.0 М.А. 

Grand Total 100.0 








*The EEC figure includes the combined average of U.K., W. Germany and Italy, 
During 1984 the share of tyre sector in Brazil was 84.4 per cent. 
Source : Some as table 3. Sce pages 10-12 and 36 
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export-orientation of NR make NR producing countries vulnerable to 
international price fluctuations and dependent on the developed importing 
countries. Table 3 shows the relative shares of the major consumers in 
the netimports of NR and the share of the tyre sector in total NR con- 
sumption in each country. 7 

The most striking feature of the world rubber consumption is the 
remarkably high share of $ consumption by the tyre sector in the деус- 
loped countries. А large portion of the rest is accounted by other auto- 
mobile components and commercial vehicle industries? (See table 4, col. 3). 
Consequently, the policies pursued by the tyre manufacturing companies 
are very crucial in determining the long term trends in the consumption of 
NR and SR. 

At this juncture, it is essential to analyse the techno-economic factors 
that promoted the tyre companies to switch over to SR. Basically, the 
substitutability between NR and SR in tyre and tube manufacturing stems 
from the development of ‘general purpose’ synthetic rubbers having in 
varying degrees the properties of NR. The basic requirement of a tyre 
is to satisfy the “product specifications criteria" (tyre strength, high speed 
and endurance) and under these criteria tyres can be made entirely from 
NR However, technological progress in the processing of SR and tyre 
manufacturing has yielded tyres with improved properties, viz. tyre wear 
resistance (treadwear), road adhesion (weather resistance), groove and 
sidewall cracking (resilience), heat durability and cold flexibility (Service 
Performance Criteria). In fact, ‘product specifications’ are essential 
requirements whereas ‘service performance’ properties though preferred 
are not essential. It is claimed that the SR has made its inroads into the 
tyre industry by virtue of its ability to meet these service performance 
criteria.” The major technological innovation in favour of NR so far has 
been the penetration of radial tyres into the tyre industry since the 
mix-sixties in Europe. The spread of radial tyres in Japan and USA in the 

‘seventies coincided with the oil crisis of 1973. The radial tyre is known 
for its longer life compared to the conventional crossply tyres. It uses 
relatively more NR as raw material. The growing popularity of radial 
‘tyres and the rise in prices of SR consequent on the oil price boom of 1973 
were responsible for the marginal rise in the consumption of NR in the 
recent period. і 


Production conditions of SR 

One of the most important characteristics of the structure of the SR 
industry is a remarkable degree of concentration of production by deve- 
loped countries who are the major consumers of rubber. Table 4 shows 
the percentage shares in SR production and the reported synthetic produc- 
tion capacities. 

But the most striking characteristic of the structure of the industry 
is its oligopolisti¢ nature and a higher degree of vertical integration between 
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Table 4 


PERCENTAEE SHARES OF THE MAJOR PRODUCERS IN SR PRODUCTION 
AND SR PRODUCTION CAPACITIES 


a —— — 





Share in Share in SR 
Country SR : production 
production* capacities** 
U.S.A, 24.4 ' 230 
Total Western Europe 21.4 25.3 
Japan 1 12.8 12.6 
Sub Total 58.6 —— 60.9 
Total Centrally Planned 
Economics 28.9 27.3 
Others 12.5 11.8 


ES "еар аач ууч чуча 
ж Share in SR production is for the year 1984 


**Share in SR production capacities is for the year 1985 
Source : Source same as Table 4 pp. 23-45 


SR producers and tyre manufacturing industry. For instance, according 
to one estimate about 44 percent of the SR. production capacity in the US 
is owned by the tyre companies,” Further, as mentioned earlier, the SR: 
is processed from petrochemical feedstocks so that the industry is closely 
linked to the petrochemical industry also. The backward integration 
entails only marginal extensions of the machinery used for oil refining to 
process NR. Thus the SR industry has the unique advantage of both 
backward and forward integration with petrochemical and tyre industries 
respectively. Such vertical integration facilities permits intra-firm transfers 
and protect the captive sales from market instabilities to a large extent. Thus 
it becomes evident that the inclination of tyre manufacturers is to use the 
synthetic rubber production capacity to the maximum at the cost of NR. 
As we have noted, the technical progress in SR processing has enabl- 

ed it to make inroads into the tyre sector through the ‘service perfor- 
mance’ criteria. However, a study on the relative share of NR concluded 
that on techno-economic grounds NR’s potential share could range bet- 
ween 40 to 50 percent.” Interestingly, the observations made in this study 
regarding the potential share of NR in total rubber consumption stand in 
sharp contrast with the trends in the share of NR consumption among the 
major consumers.? A tentative observation that can be made on the basis 
of the trends in the relative shares in consumption of.NR and SR is that 
the patronage of SR consumption by the major consumers will not only 
increase the dependency of the major NR exporters but also have serious 
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implications іп terms of persistent instability of NR prices and export 
earnings. 


Relative Prices of NR and SR 


Itis very often claimed that the main factor behind the steady 
growth of the SR industry is the relatively higher and unstable prices of 
NR. The main characteristic attributed to the МЕ price is its instability 
compared to the list prices of SR. The SR prices though very often lower 
than the NR prices have made a steady increase and since 1980 the SR 
prices have been ruling higher than the NR prices, 


Table 5 


TRENDS IN PRICE AND REEATIVE SHARES IN CONSUMPTION 
OF NR AND SR s 








Relative SR price (U.K. Relative 
NR Price share of list price) share of SR 
Year (London . NR in total SBR-1500/2 in total 
| cif) RSS-1 rubber con- , £/tonne rubber con- 
£/tonne sumption sumption 

(in percen- (in %) 

tage) 
1970 180.4 34.7 165.00 65.3 
1971 143.70 33.4 174.50 66.6 
1972 147.70 32.4 ` 176.75 67.6 
1973 300.20 31.0 197.00 69.0 
1974 342.20 29.4 347.00 70.6 
1975 287.50 . 324 386.25 67.6 
1976 475.00 30.7 419.50 69.3 
1977 508.60 30.1 496.00 69.9 
1978 552.70 29.8 545.00 , 70.2 
1979 638.20 29.8 617.75 70.2 
1980 663.00 . 30.2 697.00 69.8 
1981 -557.00 ' 30.4 749.00 69.6 
1982 517.00 31.5 835.00 68.5 
1983 754.70 32.3 835.00 67.7 
1984 764.90 32.5 N.A. - 67.5 





Source : Computed from Rubber Statistical Bulletin, IRSG (various issues) 


An analysis of the relationship between the trends іп prices of.NR 
and SR and their relative shares in consumption during the last fifteen 
year period (see table 5) gives certain interesting results, In both cases the 
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correlation between price and the relative shares in consumption is found 
to be insignificant.? It becomes evident that the role of price as a deter- 
mining factor of the relative shares of NR and SR is trivial. Hence any 
attempt to explain the trends in NR and SR consumption in terms of the 
observed price trends within the traditional demand-supply framework will 
not be fruitful. А 

Meanwhile, it is interesting to note that SR price has steadily 
increased relative to the NR price which exhibits a higher degree of 
instability. Itis pointed out that even though oil feedstocks and energy 
inputs constitute about 70 per cent of SR production costs, the elasticity 
ofSR price with respect to oil price approximates only 0.2768.4 In 
other words, the observed relationship between the prices of oil and SR is 
not significant which shows the oligopolistic and verticaly integrated nature 
of the SR industry. Conversely, the NR production sector is characterised 
by the dominance of small holdings, oligopsonistic purchase of NR by tyre 
multinationals and absence of a strong rubber goods manufacturing base in 
the major NR producing countries. To a large extent, these three factors 
underly the formation of the NR price as well as trends in relative share in 
total rubber consumption. Experience suggests that captive plant owners 
will regard their supply of SR as an insurance against the danger of the 
possible formation of an NR cartel with the implication of an upward 
movement in the price of NR and will not make strict economic compari- 
sons between the cost of using captive SR and the cost of using imported 
NR. 

Besides SR other synthetics such as plastics have also made inroads 
into rubber market.^ Another important area of replacement is latex- 
foam (NR and SBR) which has been in heavy competition with the 
polyurethane/polyether chemical foams in end uses such as mattresses and 
cushions. In all the major rubber consuming countries these latter foams 
have virtually taken over all of the cheaper end of the market, leaving the 
high quality end of the market for latex foam. Another important 
material which has,recently emerged as a competitor to rubber is the 
‘thermoplastics rubber’ whose main uses include adhesives, modifiers for 

. conventional plastics and in products such as footwear, sheeting etc. 

The instability of NR price and the fear of developed countries about 
the possibilty of the formation ofa third world rubber cartel after the 
second oil crisis in 1979 hastened the establishment of the International 
Natural Rubber Agreement which came into effect in October 1980. The 
main provisions of INRA are to stabilise NR prices and to obtain a steady 
growth in the export “earnings of the producer countries. After having 
successfully defended a floor price for several years since 1980, it has been 
unable to divest itself of its large stocks, despite cuts in its target prices, 
Recently, in an attempt to link floor price to production costs, the NR 
exporters argued for an increase in the INRA price range on the basis of 
ап increase in the production costs to the tune of fifty percent. The 
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importers reacted by pointing out that they are after price stabilization, 
not price support. This is an' important distinction which means that a 
floor price can be lowered in line with the long term market trends— no 
matter what is happening to the ‘production costs. After the failure of 
negotiations on а replacement іп May 1985, the INRA was extended 
until 1987 beyond its October expiry date. However, its long term chances 
of survival are rated as poor by those involved in these talks. 

The case of NR is only an instance which exposes the fragility of the 
framework in which many of the commodity agreements are operating. It 
also points to the danger facing the third world countries that take 
recourse to undue specialization in export crops, a prescription that today 
is being doled out by the World Bank.!*. 


1. Before the introduction of tea cultivation in British Colonies, China was the only 

source of supply of this beverage in the form of unfermented green tea to the 
west. But after the successful experiment of cultivating tea in British Colonies, 
the Chinese green tea was gradually ousted from the world market due to the 
promotion of fermented black tea by the British Companies. This is a clear case 
which shows that even the preferences of the consumers can be changed by 
economic power resulting from a remarkable degree of vertical integration. 
Today, brand loyalty is the rule though tea is not produced in any of the western 
countries where these multinational corporations are based. 
The gravity of the problems facing the sugar producers is evident from the 
encroachments made by the artificial sweetners made from petroleum, bio- 
technology and chemical derivatives. А recent study (for details see Frederic F 
Clairmonte and John Cavanagh, ‘Destruction of the Sugar Industry”, EPW. 
Jan. 14th 1986, P-18) on the sugar industry shows the implications on the 
policies pursued by the US based soft-drink giants on sugar. It is also 
pointed out that developments in chemical and biological processes are 
now confronting the familiar beverage trinity of cocoa, coffee and tea. 
Flavour chemists have deployed enzyme fermentation technology to create cocoa 
substitutes that cost half as much to produce as natural cocoa extracts. 

2. For a detailed discussion see the World Development Report (1986), World Bank, 
Oxford University Press, 1986, pp. 136-137. у 

3. The two main instruments of ICAs have been buffer stocks and controls on 
production and exports. For a detailed discussion on the shortcomings of these 
instruments with regard to individual commodities, see pp. 134-135, ibid. It is 
also to be noted that, more than the instruments, the fragility of the frame work 
in which various ICAs are operating, also contributed to the failures. 

4. For details see Hidde P Smith, Globe Industry Report, Forecasts for the World 
Rubber Economy to the year 2000, Macmillian Publishers Ltd, London, 1984, p. 
332 Also see Rubber Statistical Bulletin, IRSG, Vol. 40, No. 4, January 1986, 
London, pp. 4-5. 

5. C. Suan Tan, *'World Rubber Market Structure and Stabilisation, Ап Economet- 
ric Study", World Bank Staff Working paper No. 10, World Bank, Washington 
D.C. 1984, P-2. 

6. The SR is processed from the oil feed stock and therefore, ап increase in oil 
price wil! naturally result in an increase in SR price. For instance, during the oil 
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price boom of 1973, the average SR price promptly increased to the tune of 60% 


in 1974 and in 1975 for the first time the NR spot price became lower than the 


SR price. 
For details see Rubber Statistical Bulletin, P-36 Opcit and Hidde P Smith, p-185, 


Op. cit. 


. C. Suan Tan, P-21, Op. cit. 


ibid, p-22. 

Colin Barlow, “Prospects of Natural Rubber”, Economic Record, Vol. 46, 1970, 
PP-482-496. Itisalso to be noted that the world ой and tyre industries are 
dominated by seven and nine transnational corporations respectively. 

PW Allen, P. O. Thomas and B. C. Sekhar, The Techno-Economic potential of 
Natural Rubber in Major End uses, MRRDB, Monograph No. 1, Kualalumpur, 
1974. i Я 
For instance, the share of SR in total rubber consumption has gone upto 73.3% 
in UK, 63.9% in France, 61.0% in West Germany and 63.5% in Japan respec- 
tively as on 1984. 

Applying 't'testin these two cases, the correlation is found to be statically 
insignificant at 1% and 5% levels of significance. 

C. Suan Tan, p-164 Op. cit. 

The areas which have been invaded by plastics are PVC in flooring, footwear 
(soles, heels) cables, garden hose and wide range of domestic fittings. PW Allen, 
P.O. Thomas and B.C. Sekhar, p. 14, op. cit. í 

See for instance World Development Report 1986. 


MORTEZA GHAREHBAGHIAN* 


Oil Revenue and the Militarisation of 
Iran : 1960-1978 


-A COMPREHENSIVE defence strategy for Iran involves a complex series 
of measures, because the country is large and its centres of population 
dispersed and poorly linked. Iran shares its borders with many countries 
having different social systems and at different stages of development, all 
with widely varied terrain. Iran has 5,170 kms. of land borders with five 
different countries (Iraq, Turkey, the USSR, Afghanistan and Pakistan) 
and 2,510 kms. of coast embracing three wholly different waters, the 
Caspian, the Persian Gulf and the Sea of Oman. Iranian territorial waters 
are contiguous with ten states.! (the USSR, Pakistan, Oman, Saudi Arabia, 
Kuwait, South Yemen, the UAE, Iraq, Bahrain and Qatar). Military 
resources of the country were geared not only to protect her, but were also 
used asan instrument to suppress the internal forces who dared to chal- 
lenge the sovereignty of the monarchy. 

In 1922, military establishments accounted for 47 percent of the total 
budget and by 1925 а unified army of 40 thousand had come into exis- 
tence. In 1926, the first general conscription law was introduced and by 
1930 the strength ofthe army stood at 80 thousand men rising to 125 
thousand in 1941. Reza Sbah set up two military schools in Tehran апа 
sent the first batch of officers to France, Sweden, Germany and the Soviet 
Union for training. He used the army to crush opposition inside the 
country.and through it he forged a centralized government for the first 
time after two centuries.* In 1953, after a successful coup, against the 
government of Dr. M. Mossadeq, the military expenditure picked up 
further momentum. i 

The Iranian army did not have a hereditary officer corps, of the kind 
found in certain Afro-Asian countries, e.g., in India, where the armed 
forces were established on a selective basis by the colonial powers. Because 
Iran was never directly a colonized country, it had its independent Central 
government. In formal terms, the Shah was the commander-in-chief of the 
Iranian Army, and the members оѓ the armed forces used to swear loyalty 
to God, Shah and the country. 








*Research Scholar, CESP, Jawaharlal Nehru University, New Delhi. 
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7 


Why Militarization ? 

There are many reasons which have been presented by the regime, to 
answer this important question. The reasons which have been presented 
are security (internal and external), geo-political situation of the country, 
the protection of economic interest, i.e., oil fields etc. We can examine 
them in some detail as below. 


(a) Strategic Position 

Iran occupied an important strategic position in Asia, since it was 
in military and economic terms one of the strongest countries between 
Western Europe and Japan. Saudi Arabia, which has been a much richer 
country, has neither the population nor the military capacity of Iran. The 
only comparable countries in the Middle East in terms of population had 
been Egypt and Turkey, but neither of them had the economic resources 
derived from oil that Iran had. Moreover, Iran was in a strategic position 
not only because of its relationships with the Western countries but also 
because it has a long border with the Soviet Union. 


(b) Economic Reasons : 


Oil revenue has been a secure income on which the military expendi- 
ture has mainly relied. There has always been a direct correlation between 
oil revenue and arms purchased. A major part of the oil revenue returncd 
to the industrialised nations through the purchase of arms—a phenomenon 
which later came to be known as the policy of recycling of petro-dollars, 
in the context of the global distribution of U.S. dollars held as stocks. 


Table i 


OIL REVENUB AND MILITARY EXPENDITURE DURING 1955-78 
(IN BILLION RIALS/AT CURRENT PRICE) 


А € a 





Items 1955 1962 1973 1978 
Oil Revenue 4.6 17 311 1,500 
Military Expenditure 4 11.7 134 700 
М.Е. as % of oil revenue 87 68.8 43.1 46.6 





Source : Extracted from various issues of SIPRI and Statistical Yearbook of Iran. 


Military expenditure during this period (1955-1978) was increasing 
smoothly, but after the oil price hike in 1973, it increased dramatically. 
After 1973, Iran's oil revenue amounted to around $ 20 billion annually, 
and created an excess supply of resources that an economy of Iran's size 
and infrastructure, found difficult to absorb. The potential alternatives 
to be used singly or conjointly were three : (a) to increase the expenditure 
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on development plans, (b) to have investment abroad in whatever form, 
including real estate and commerce, arid (c) to have large-scale military 
expenditure. In fact all three figured in subsequent attempts by Iran to 
absorb the revenue from oil. However, the emphasis gradually emerged to 
be on the third avenue for the following reasons. The size of development 
plans-has ап inherent relation with е size of the economic base of the 
country and also its level of infrastructure, skill and the tradition of tech- 
nology absorption. Given these other factors, development plans of even 
"the maximal size that were feasible, failed to absorb the huge oil revenues 
flowing in since 1973. Investment abroad was likewise limited to real 
estate and currency investments ofa speculative nature, constrained by 
the lack of a culture of real investment among the currently affluent 
‘classes. Large scale militarisation thus almost automatically: beeame the 
favourite-choice of the regime, and particularly so because of the extremely 
high rate of built-in technological obsolescence of today's military wares 
and expertise. 

Ironically, the question, what is the optimal size of oil production 
for Iran given its economic and other parameters, was never asked. The 
production of oil which was around 5 million barrels/day before 1973 shot 
upto 6 million barrels/day, on the average, after the price hike which took 
prices from $ 4/barrel to $ 16/barrel. · Тһе production of oil and the 
revenue generated, were,as it were, taken as parameters and the exercise 
was to find out how best to absorb it. Oil production plan was never 
sought to be derived from an exercise on the best course of economic 
development of this country. The results of course аге well known. The 
country developed a costly military structure at the expense ofa healthy 
development plan and the persisted even when there were dwindling oil 
revenues. Тһе cost of militarisation in this connection is to be reckoned 
not only in terms of the current dollar outlay on arms, but also the new 
forces and tensions that militarisation itself introduced both within the 
country and in the international geo-politics which finally resulted in 
dramatic developments in the region in 1979-80. 


Military Expenditures 

Military expenditure of Iran before 1953 was not very significant, 
and only after the coup against the government of Dr. Mossadeq, it 
increased rapidly. Two major factors contributed to this development.: 
First of all, the suppression of the internal opposition to the Shah, as well 
to pave the way for peaceful implementation of the Land Reform, and 
secondly the CENTO military treaty which was signed by Iran, Iraq, 
Pakistan, Turkey, USA and England in 1959. Тһе latter was designed to 
join the NATO member chain to the SE ҰТО military treaty. Iran, by and ' 
large, bought its new military equipment after 1964-65. Not only had its 
oil revenue increased but it no longer had to pay out about $ 100 million 
рег year that it had to pay since 1954 as compensation to oil companies 
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that were nationalized in 1951. Thus Iran could afford new weaponary. 
Since it was no longer getting new arms under military grants but was 
paying for them from its oil revenue, Iran could also diversify its sources 
of supply. . 

Table-2 shows that after 1960 when Iran actively joined the CENTO, 
military expenditure increased sharply. After 1973, due to oil price hike, 
and the enhanced flow of oil revenues the military expenditure increased 
further. 


$ 


Table 2 
POPULATION AND MILITARY EXPENDITURE IN SELECTED YEARS 


а 


Years Military Ехреп-` Population M.E. per head Percentage 








diture ($ mil.) (mil. per- (in $) of GDP 
sons) : 
1 2 3 4 5 
utei шыла. Т. cae deer 

1950 212 15.8 13.4 — 
1955 291 18.7 15.6 — 
1960 i 577 21.3 27.1 . 4.3 
1965 862 24.8 34,6 4.9 
1970 1,906 29.2 65.3 6.6 
1975 10,168 33.3 304.4 13.1 
1976 11,031 33.7 327.3 12.5 
1977 8,902 34.3 230.4 10.8 
1978 9,500 35.1 270.6 13.0 


V — a ———— áH——— ———————— 
Sources : (1) SIPRI various issues. 

(2) Iran Centre of Statistics, Results of Census, Tehran: Iran Centre of 
Statistics, 1978, p. 110. 


The military build up in Iran after 1973 accelerated due to the rise in 
- oil revenue. - During the period (1973-77), there was a huge amount of 
petro- dollors, which ап economy of the size of Iran was unable to absorb, 
which was spent on arms. On the other hand, the government did not 
show any interest in reducing the production of oil. The value of major 
weapon imports had grown, from a yearly $ 8.5 million in the early 1960s 
to an average of $ 10 billion a year for 1974 and onwards. 

Table-3 shows that Iran has been listed at the top of the list of arms 
purchasers among the LDCs. Тһе share of Iran among the LDCs during 
the past decade was 13.6 per cent, which is twice that of the country second 


in the list. 
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Table 3 
THE 15 LEADING LDCS IMPORTERS OF MAJOR WEAPONS, 
1970-79 
Recipient Country % of LDCs total imports 

l of arms 
Iran 13.6 
Libya La 6.2 
Israel Р 6.1 
Ѕугіа 5,7 
Vietnam* 5.6 
Saudi Arabia 5.1 
Iraq А 4,5 
Jordan 4.4 
South Korea 4.4 
India 3.8 
Egypt . 3.6 
South Africa 24 
Brazil 2.0 
Taiwan 1.7 
Pakistan . 1.7 
Others 29.2 


rr ep ÁN 
*The figure for Vietnam includes transfers to North and South befere 1976. 
Source : SIPRI, 1981, p. 110. 


By 1976, the military expenditures of Iran and Saudi Arabia, two of the 
main oil producers were ranked seventh and eighth respectively, among all 
the countriés of the world. In 1967, their positions were 25th and 33rd. 
Also in 1976 these two countries, together with Isreal, totalled 37 percent 
of the military expenditure of the LDCs. During the period from 1973, 
until the fall of the Shah in-1979, approximately two-thirds of all US arms 
shipments went to these three countries.? 

Table-4 shows that Iran in 1976 had а per capita military expendi- 
ture of $327.3. In other words, Iran had spent 12.5 per cent of its GDP 
for weaponry whereas a country like France spent only 3.8 per cent. 

-Until the end of the 1960s, Iran received US military aid, but the aid 
has been phased out since 1967 when Iran was declared а developed coun- 
try. Iran was eligible for the favourable US Export-Import Bank loans for 
military purchases and it also had substantial oil revenues to draw from, 
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Table 4 
POPULATION, MILITARY EXPENDITURE AND ITS PERCENTAGE IN 

THE GDP IN 1976 of SELECTED COUNTRIES - 

Population М.Е. ($ М.Е. Рег 76 of the 
Countries in million mn$) head ($) GDP 

persons 
Egypt 36.6 5,004 137 24.9 
Canada 23 3,702 161 1.8 
Brazil 95 2,023 22 1.2 
Iran 33.7 11,031 327.3 12.5 
South Korea 35 1,855 53 5.3 
Poland 34.6 3,107 90 3.0 
France 53 16,937 320 3.8 
Italy 56.6 5,580 98.6 2.3 
Australia :14 2,912 20.8 2.7 








Source : SIPRI, Annual Report, 1981, pp. 162-68. 


Military Industries in Iran 

At the first stage, in 1959, the parliament approved a bill for the 
establishment ofa military equipment factory under licence form a West 
German company for the production of light rifles and machine guns. 
In recent years, this factory was modernized by the US, West Germany 
and England. Unfortunately there is no production data available for the 
early period. Iran was producing some military equipments under licence, 
but these were not advanced models. However, the military industry 
throughout did not develop independently, but relied on the parent 
companies abroad. In most cases it used to import CKD parts and reas- 
semble them, thus ensuring that the flow of military technology to Iran 
was minimal. 

Atthe second stage, coinciding with the oil boom, the industry 
became more ambitious. Iran was building an $ 800 million ordinance 
factory at Isfahan with British help in 1975, and in. 1976 the assembly of 
Bell AH-IJ helicopters began at Shiraz. There are indications of other 
activities and programmes as well, butall in all, it appears that the 
military industry never took a firm root in Iran. Compared to its expendi- 
ture on armament and military personnel, the actual domestic production 
was indeed minimal. This perhaps corroborates our earlier remark, that 
militarisation was not so much an outcome of a conscious and aggressive 
nationalism (which would result in large domestic defence production) as 
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Tabie 5 


RANK ORDER OF [3 THIRD WORLD MAJOR WEAPON EXPORTING 
' COUNTRIES 1970-79 (FIGURES ARE SIPRI TREND INDICATOR 

‘ VALUES, AS EXPRESSED IN CONSTANT US $ MILLION AT 
CONSTANT 1975 PRICES) 


Source ; SIPRI, Annual Report, 1980, p. 86 











Suppliers Tolal % of third | Largest Recipient ^ Recipients 
Value world Total % of sup- 
exports: plier's 
total 
1 2 3 4 5 
Israel 447 26 South Africa 35 
i Argentina 29 
El Salvador 6 
Brazil 349 21 Libya 25 
Chile 23 
Abu-Dhabi 6 
Iran 160 9 Pakistan 75 
Jordan 21 
Ethiopia 2 
Jordan 159 9 South Africa 90 
Oman 9.8 
Pakistan 0.2 
` South Africa 150 9 Zimbabwe (Rhodesia) 98.7 
. Malawi 1.3 
Singapore 48 3 Brunei 62 
Thiland 21 
Kuwait 2 
Libya 107 6 Uganda 70 
Syria . 24 
Argentina 39 -2 Chile 54 
Mauritania 20 
Uruguay 13 
Saudi-Arabia 31 2 Somalia 66 
North Yemen 33 
Oman 22 
Cuba 28 2 Peru 100 
Egypt 25 1 Somalia 84 
| Nigeria 10 
Libya 5 
India 18 1 Africa . 61 
Bangladesh 27 
Nepal 12 
Indonesia 16 1 Benin 63 
Zimbabwe (Rhodesia) 25 
Thailand 13 
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arising out of a compulsion to spend abroad (which will result in arms 
purchases and import of personnel and CKD parts). The situation can be 
very well contrasted with that of other important developing economies 
like Argentina, India, Brazil and Israel who developed a domestic military 
industry and in fact often had substantial exports. 

Table-5 shows thatin the 1970s Iran could export $ 160 million 
weaponries, of which most of the items were used foreign weapons. Indeed, 
the exports were mostly dominated by the old-model US made jet fighters 
(F-86) which were exported to Pakistan and Jordan and US made aircraft 
carriers (Dakota) which were exported to Ethiopia. 


Training and Army Personnel 

The arms and weaponries did not constitute the entire military 
expenditure. In fact, more than 50 per cent of military budget was for 
training of army personnel. Itis clear thatan army like Iran's with its 
sophisticated arms needed experts, technicians, pilots, etc. to manage the 
military equipment. 5 

Шап had been dependent upon US personnel under the military 
assistance programme since the Second World War, when the US military 
mission to the Iranian Gendarmerie (GENMISH) was first established in 
October 1942. Since that time, various US advisory missions have been 
sent to Iran to train the Iranian army men. This further picked up its 
momentum after the year 1953, when the Government of Dr Mossadeq 
was brought down by the assistance of the US. Right from the very 
beginning the Iranian government had to pay for the major part of the 


cost of these programmes. 
The flow of US arms had brought with it the need to import more 


and more US military personnel. Although more and more Iranians were 
trained to service and use these weapons, there was а substantial US 
military community in Iran right through the 1970s. Under President 
Nixon's administration, by permitting the Iranian purchase of sophisticated 
equipment in unprecedented quantities, the US committed itself to making 
this hardware operational.” ! 

The short trip of the US President Nixon to Iran was а historical 
point in the US-Iran arms deals. Ina subsequent testimony on the visit, 
the then Chief of the US Military mission in Tehran, Maj-General E. 
Williamson, said, “After the President's visit, I became concerned, because 
it was obvious that Iran expected to get from the US everything it wanted, 
short of nuclear weapons. On a number of important strategic points, 
American and the Shah’s interests coincided."9 Asa matter of fact, Iran 
began to order all kinds of sophisticated weapons from the US including 
sophisticated jets, e.g. F—14 (200 of them) Е--18 (360) F—16 (400), 
F—15 (250), tanks e.g. M—60, chieftain, submarines, destroyers, etc. Iran 
was seen asa major buyer which would sustain production lines as the 
Vietnam war weapons sales boom began to taper off. Moreover, the way 
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was smoothened by Iranian officials who realised the opportunities opened 
to them from large contracts. 

This flow of US arms has brought with it specialisation require- 
ments. Besides the US personnel directly connected with the American 
Government's military assistance programme there were thousands of 
Americans employed by the US firms who were responsible for the supply, 
training and maintenance of new weapon systems ordered by Iran. It 
was estimated that in 1976-77, there were more than 40 US firms engaged 
in military contracts in Iran. 

The number of American citizens, in Iran had been increasing since 
1970. In 1972, it was estimated that there were approximately 15 thous- 
and US citizens in Iran.’ It increased to 16,700 by 1975, 31,000 by 1976 
and more than 35,000 -by 1977. ОҒ these about 6,263 were directly con- 
nected with the implementation of sales and commercial exports of wea- 
pons from USA to Iran. Of these 1,304 were US gevernment personnel 
and 4,959 were US civilian contracts personnel. 

Itela-at Daily reported that “the US personnel in Iran in the year 
1976 had reached 35 thousands. Each one then was paid $ 150,000 per 
year by the government on the average."? But at the same time the 
Newsweek magazine reported: “Each ‘one of the US military personnel 
in Iran is earning more than $ 25 thousand as salary per month, on the 
average.” In other words each one was getting $ 300,000 per year. The 
Shah in his interview with Associated Press reporter claimed “each one of 
the US military personnel in Iran is paid $ 12,000 per month or $ 144,000 
per year on the average".? If we suppose there were 35,000 US personnel ` 
and everybody was earning neither $ 300,000 per year (according to the 
News week) nor even $ 144,000 (according to the Shah), but $ 100,000 
per year, on the average, the total amount of money which was paid to 
them will come to $ 3.5 million per year (ten times more than government 
expenditure on education and health). Thusa full estimation of the cost 
of arming the country should include the payment made to these people, 
whose order of magnitude is by no means small. 

Finally, as a result of the arms inflow there had been a great expan- 
sion in the size of the Iranian armed forces as well as in thier fire power 
The number of regular men under arms in all services had risen from 
161,000 in 1970 to 413,000 іп 1978, of whom 250,000 were in army. The 
Shah in his interview with the US News and World Report correspondent, 
had stated that the Iranian Army personnel numbered more than 700,000 
persons. 


Nuclear Power 


The regime had defnite views on Iran's nuclear policy as a part of 
its miltary strategy. Its nuclear programme had its own economic-technical 
as well as political-military dimensions. Iran's nuclear programme began 
in March 1957 when Iran and the USA signed an agreement for coopera- 
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tion in the peaceful use of nuclear energy. This programme to utilize 
nuclear energy as a source of commercial and industrial power, however, 
began in earnest only after the oil price hike in October 1973. For this 
purpose Iran approached the USA, France and West Germany to buy 
nuclear power reactors. Iran had planned the target of generating about 
23,000 MWE of nuclear energy by the end of the 1990s. Тһе total cost 
at that time was estimated at 5 27.6 billion, and it was to provide 52 per 
cent of the total energy requirement. Iran contacted France during the 
Shah’s visit in June 1974. Five plants were ordered but the French gave 
a firm commitment on only two of them. The Germans agreed in July 
1976 to construct two plants at Bushehr. The deal also included supply 
of nuclear fuel for 10 years. fone takes the French deal as a sample 
case one finds that the plan was to provide for 5,000 MWE power at a 
cost of $ 1.2 billion. The final agreement reduced it to 1,8000 MWE for 
the same amount, which meant an inflated cost of 330 per cent. 

Construction of the nuclear power plant in Iran, which lacked trained 
personnel to handle sophisticated technology, meant that for years to come 
Iranian power plants would have been dependent upon foreign skilled 
labour. From 23 countries workers were working in the Bushehr Nuclear 
Plants. Iran would have had to import enriched nuclear feul at the price 
fixed by the West and support part ofthe cost of either the fuel waste 
disposal ог the reprocessing. Апа lastly, its nuclear power production 
would be subjected to legislations of the country supplying nuclear 
technology and fuel. For nuclear fuel (enriched uranium) it made an 
agreement with one French Company, and it purchased $ 1.2 billion of. 
its stocks. 

There was а strong belief that Iran's determination to build up 
nuclear technology was linked to an eventual hope of processing nuclear 
weapons. Тһе Iranian Navy since early 1977 had been toying with the 
idea of acquiring nuclear submarines.? All these expenses were only to 
achieve the ultimate weapon— nuclear arms—to enable the regime to play 
its role in the region in a perfect manner. 


Impact on Domestic Resources and Welfare 


Iran spent four times as much per capita on defence as Turkey, yet 
the numerical strength of its armed forces is over 30 per cent 1655.19 Since 
1973, the military build-up had been at the expense of the civilian sector 
in three main areas, the allocation of funds, competition for scarce human 
and material resources, and access to technology. Of these, by far the 
most significant had been the expansion of the numerical strength of the 
armed forces at the cost of human resources for industry. Between 1972 
апФ 1976, the number of Iranian armymen doubled. This indicated an 
: annual increase of 11 per cent, only surpassed in the region by Syria, whose 
numerical strength expanded directly asa result of the 1973 Arab-Israeli 
war. The number of personnel in all the three fields of army increased 
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in line. It is evident that the price for obtaining such personnel, who can 
work with these sophisticated arms, is very high. А wage differential had 
to be maintained, іп order to attract skilled manpower into the army. 
This not only increased the defence expenditure, but also put upward 
pressure in the non-military sector. Training, technical maintenance, 
schooling plus spare parts, testing software, ctc. devoured 50 per cent of 
the defence expenditure since 1972.25 

Another wasteful aspect of tbe entire process of militarisation was 
the quick rate of obsolescence of the defense technology that it obtained. 
For instance, pilots who had just finished training on the F—4 aircraft 
were drafted on to the more advanced F—14 programme, sacrificing barely 
complete mastéry over one type of aircraft for incomplete mastery of 
another. Similarly a weapons system acquired a year earlier often lost 
its fascination for the rulers who opted for the more modern gadgets of 
the defence market. 

The militarization policy not only did not bring independence, but 
increased dependeney on the industrialized nations. While the develop- 
ment of military technology in the advanced countries comitted Iran to 
follow an exogenously determined rate of escalation of its current 
expenditure, the priority given to the military budget diverted resources 
from important civilian projects and constituted a distortion of Iran's 
overall development. Тһе sole responsibility for major purchases lay 
with the government and for quite long, and it did not take care to 
investigate the details of what Iran was acquiring. 


Conclusion 

The analysis of Iran's militarisation is important because of its sheer 
size, which directly absorbed around 15 percent of the GDP during the 
seventies, and indirectly much more. Itis also important because it has 
left an unmistakable stamp on the Iranian polity, its institutions, bureau- 
cracy, its way of life and even the idioms in terms of which public 
discourses are conducted, 

For-our part we sought to establish the links of militarization with 
the oil revenue flow ofthe country. Obviously, the flow of oil income, 
particularly after 1973 created problems of absorption. Rather than 
seeking an optimal profile of oil extraction and gearing the revenue to the 
country's economic need, the regime inverted the exercise. It took the 
oil revenueas given and tried to invent areas to use it. Given the size of the 
economy, productive absorption of revenue was limited, and the easy way 
out was to turn to unproductive stockpiling of weaponary and increasing 
current expenditure on defence. These stocks had the added advantage 
of quick obsolescence, 

However the above line of argument cannot and must not be taken 
to be the sole explanation for that would lead us to a sort of unwarranted 
economic determinism if other factors equally important are left out. Such 


OIL REVENUE AND THE MILITARISATION OF IRAN 99 


factors are firstly the geopolitical position of the country, which could be 
exploited by its rulers and the coterie of collaborating bourgeoisie close to 
power as a rationalization for its aggressive military policy. Militarization 
provided a line of business in which this class could safely engage without 
a problem of a 'deficient effective demand, since the latter was to be 
provided by the state. On the other side, for the USA there were almost 
equally good reasons to persuade the Iranian rulers into an aggressive 
military policy. It filled partly the void in arms demand after the Vietnam 
war. It should be remembered that the arms ` industry had become one of 
the most active and powerful lobbies in Washington- by the beginning 
of the seventies. Secondly from 1973 onwards, the policy also helped the 
US to get back a part of its own and other countries’ dollar outflow 
against oil—the so-called recycling of petro-dollars. Certainly it helped 
reduce the stock of dollars amassed outside the USA. Finally the political 
clout that developed through arms sale was particularly desirable to the 
US in the case of Iran because of Iran's strategic position in relation to 
the USSR. Thus the interests of both sides matched. Тһе actual execu- 
tions were simpler than elsewhere because of the political nature of the 
regime, where agreements, treaties and contracts were almost unobstructed 
by public scrutiny and were the prerogatives of the domestic group which 
would benefit the most from them. 

However, once started, militarism acquired its own momentum. Thus 
later, when the growth rate of oi! revenue fell, military expenditure con- 
tinued at the expense of development, Also it introduced distortions in 
the economy by bidding up the prices of resources including labour 
appropriate to defence programmes out of line with their productivity. 

Finally the entire exercise did not result in self-sufficiency even in 
military terms. Itled to only dependence on the supplying counties, 
especially the US. Nor did it foster a domestic defence industry which 
could help diffusion of technology and skill domestically and could lead in 
the ancillary sector growth in the country. 


*As a reward he used to distribute the confiscated lands of Khans (the local rubers) 
among his high-ranking army officers. During his period some .sort of Latifuntism 
system of land ownership was introduced, and for the first time the army appeared 
as a powerful social stratem. 
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Regulatory Policy and Industrial Growth : 
The World Bank View 


IT IS BY NOW a commonplace observation that the 1980s have seen a 
qualitative shift in the direction of economic policy in India. Going by 
official statements, this shift aims at restructuring development in a manner 
that could reverse the deceleration in the rate of growth of the economy 
over the last decade and a half. 

Four elements of this effort need to be distinguished. First, a set 
of measures that enlarges the economic space open to the private sector 
and increases its flexibility of operation at the expense of the State. This 
includes a dilution of the role of the State ensured through a reduction in 
its command through taxation over surpluses generated in the economy ; 
the dismantling of measures of control over prices, production, capacity 
creation and foreign collaboration ; and the opening up of areas previously 
reserved for the pubiic sector for private investment. Second, certain 
direct and indirect tax concessions that are expected to stimulate consumer 
demand as well as raise the profitability of private production, with the 
hope that this would result in an expansion of investment and growth in 
the private sector. Third, changes in import policy that water down 


quantitative restrictions and reduce tariffs, atmed at exposing domestic 


producers to the cutting edge of international competition while providing 
them access to cheaper capital equipment and intermediates. Fourth, the 
withdrawal of controls on the closure of firms, so that the process of res- 
tructuring industry is not hindered by the inability of private capital to 
abandon outdated and obsolete plants and technologies. 

This strategy which for long has been recommended by agencies like 
the World Bank and the IMF, has through а series of initiatives, since 
India’s resort to an SDR 5 billion loan from the IMF and in particular 
since the Budget for 1985-86, been implemented with some vigour. 
Interestingly, with the government’s growing willingness to accept policies 
of the kind recommended by the international agencies, the latter have 
‘become more aggressive in arguing for a policy of economic liberalization. 
One such effort іп recent times isa confidential two-volume document 





*Centre For Economic Studies and Planning, Jawaharlal Nehru University, New Delhi, 
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prepared by the Industry Department of the World Bank titled "India : 
Industrial Regulatory Policy Study" 

The report focuses on four aspects of regulatory policy in India : 
first, the system of industrial licensing, which sought to ensure that the 
rather limited resources available in the years immediately following Inde- 
pendence were allocated in directions in keeping with the overall growth 
and distributive objectives of the Indian State. Second, the Foreign 
Exchange Regulation Act (FERA), which was aimed at reducing the influ- 
ence and domain of foreign capital within the Indian industrial sector, by 
ensuring that the former’s entry into Indian industry was not only restrict- 
ed but could occur only by accepting a significant Indian role in the 
operation concerned. Third, the measures aimed at ensuring the growth 
of the small scale sector and at controlling the growth of big business 
(МЕТР), so as to preempt the concentration of assets and incomes in the 
hands of a few business houses. And finally, the policies aimed at prevent- 
ing closure due to “sickness”, which could result in a loss of jobs anda 
reduction in total employment. 

While accepting that some of these industrial policy objectives have 
been attained and that asa result of these policies India now has a rela- 
tively large and diversified industrial base, with chemicals, basic metals 
and machinery accounting for close to 70 per cent of manufacturing out- 
put, the Bank report turns its attention to what in its view are the failures 
that resulted from the above policies. These are essentially threefold : first, 
the deterioration in the rate of growth of industrial value added in the 
period since the mid-1960s ; second, the relatively slow pace of technolo- 
gical progress, reflected in the delay in the introduction of new techniques 
in the Indian market and the persistence in use of obsolete techniques ; 
and third, the consequent slow growth in “total factor productivity”, 
which has been “close to zero” over the last two decades, resulting ina 
decline in India’s competitiveness in the world capitalist market. 

All of these features of industry and in particular the slow rate of 
technical change are, according to the Bank’s economists, “partly a reflec- 
tion of the fact that the three basic forms of competition—internal compe- 
tition, import competition and export rivalry—have to a large degree been 
absent in most industrial markets." That is, the study claims to underscore 
the importance оҒ competitive forces (replace with free market) as prime 
movers of the production frontier in expanding the productive and innova- 
tive capacity of the economy. Unfortunately, according to the Bank, 
policies of the kind delineated earlier, have not only had a pervasive and, 
in comparison with other industrializing countries, unique role in shaping 
the internal competitive environment in India, but by raising entry, growth 
and exist barriers, have also reduced the actual and potential degree of 
internal competition. 

How have these policies ensured a reduction in competition 2 
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By attempting to link capacity licensed to the demand generated 
in the market. Based on such a criterion it is argued that only 
43 per cent ofthe applications considered between 1981 and 
1985 were approved. Since, it is known that business groups in 
India adopt the practice of preempting licences by applying for 
and obtaining them even if they do not plan to set up capacity, 
the restriction of licensed capacity to the level of projected 
demand could forestall entry by those wbo actually plan to 
establish capacity, resulting in a loss of potential output and the 
perpetration of monopoly. 

By restricting licences granted to MRTP companies, which may 
be in a position to enter areas where smaller companies cannot, 
and setting up barriers to entry that ensure a dilution in the 
extent of competition in markets that are often characterized by 
high levels of concentration and excess profits. 

By ensuring, through implementation of detailed regulatory 
processes, considerable delays in the fruition of an investment 
project that either renders the initial calculations meaningless 
or deters entry and growth fora considerable period of time. 
Between 1982 and 1985, fewer than 50 per cent of the applica- 
tions for capacity licences were handled within three months of 
submission and only 66 per cent within six months. Despite 
considerable rationalization, as recently as 1985, over 22 per 
cent of the applications for foreign collaboration and 9 per 
cent of those for capital goods imports took over 120 days to be 
decided. 

By reserving some 870 products for the small scale sector, 
defined in terms of a maximum investment in assets. This has 
meant that, large firms buying components and intermediates 
from the small sector cannot threáten competition based on 
backward integration, and so cannot ensure quality of supplies. 
Further, a firm that starts small will have no incentive to expand 
beyond a certain size as it can no more continue to operate in its 
defined area of activity reserved for the small scale sector. This 
has supposedly curtailed growth as well as Jed to high costs and 
poor quality, since there is no inducement to improve techno- 
logy, update productive techniques, introduce modern product 
designs and reduce costs. This problem is aggravated by the 
incentive to remain small resulting from the greater flexibility 
with regard to labour employed and closure enjoyed by the 
' small scale sector. 

By imposing restrictions on the expansion of existing units, and 
thereby encouraging uneconomic scales of production in areas 
where larger scale leads to substantial savings in costs of pro- 
duction. In fact, the report argues that the curbs on expansion 


т 
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have been far greater than on creation of new capacities, as 
reflected in the fact that of the applications that were approved 
between 1972 and 1984, on average only 23 percent were for 
“substantial expansions" of existing enterprises, with the rest 
being issued for new entry or carrying on business. That is, not 
only were fewer than half of all industrial licences approved, but 
also only one-fourth of these— or roughly one-eighth of all appli- 
cations—were approved for expansion. The implications for 
scales of production of the consequent barriers to entry were 
extremely adverse. 

6. By imposing price controls that in many subsectors (cement 
and paper, for example) reduced profits to levels thatin the 
past, discouraged entry, expansion and full utilization of capa- 
city. 

7. By emphasising indigenisation of the production of capital goods 
and of technology generation activities, and forcing firms to 
seek special clearances wherever there is any purchase of techno- 
logy, foreign technical collaboration or foreign financial collabo- 
ration. Asa result, we find that between 1981 and 1985, over 
20 per cent of applications for foreign collaboration and capital 
goods imports were denied on average, creating further barriers 
to entry and competition. 

8. By restricting exit offirms, making entrepreneurs risk-averse 
in their investment plans, foregoing growth opportunities that in 
a different policy environment might have led to capacity crea- 
tion or expansion. Thus exit barriers serve as another form of 
entry barrier. Thescale of this problem is brought out by the 
fact that in 1984, while 93,282 units were sick, по тоге than 
254 or 0.27 per cent of the total, actually closed, providing an 
indication of the difficulty of exit. 

The impact ofthe above policies has according to the Bank been 
manifold. But its principal effect has been that of inducing structural and 
behavioural changes of a kind that provided the basis for the emergence of 
an inefficient, high-cost industrial sector, which has Jed to slow growth and 
creeping technical progress. 

To start with, these policies have implied differential barriers to 
entry, growth and exit for different size classes of firms. They have been 
high for medium and large sized firms and substantially lower for small 
ones. Ав a result, the Indian industrial sector is characterized by a bimodal 
distribution : іп 1981-82, firms employing less than 50 or over 500 firms 
accounted for 70.4 per cent of total manfacturing output and 77.5 per cent 
of value added. Further, between 1975-76 and 1981-82, the shares of 
smaller firms in output and value-added remained roughly constant, while 
those of larger firms rose from 55.1 to 57.1 per cent and 67.5 to 69.4 per 
cent, at the expense of producers employing 50-500 workers. This feature 
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of an “empty-middle” is not explained by changes in the composition of 
-industry as a whole, since it appears to hold at the subsector level as well. 

What implication does this structure have for industrial performance ? 
According to the Bank's report: “cross-country and Indian experience 
indicates that medium size firms often enjoy better labour relations and 
higher labour productivity than large firms, and respond more effectively 
to changing technological and market requirements. Their policy-induced 
absence has added an element of rigidity and contributed to the slowness 
of technological progress and structural change in Indian industry.” This 
structure is all the more significant in the Indian context, which is charact- 
erized by an insufficient degree of specialization and weak sub-contractual 
relationships between small and large firms. The latter is reflected in the 
nature of the growth of the small scale sector in India, which has involved 
the replication of many production activities typical of larger units. Asa 
result there has been a proliferation of small units in the cement, sugar and 
paper industries, which would be unviable even with efficient management, 
modern technology and reliable input supplies. 

The structural problems created by controls do not end here, accord- 
ing to the report. The bimodal structure notwithstanding, four-firm con- 
centration ratios tend to be high in most industrial sectors - particularly in 
capital goods and intermediates. Ifthe ratios are lower in other sectors, 
it is only because of variance of scale requirements for different 
products and policies aimed at allocating different product groups 
to different size-classes of firms. In the net, concentration in India 
in much higher than other countries. For example if we juxtapose India 
of 1983-84 and Japan of 1963, “it is striking that 55 per cent of industrial 
segments in India had four-firm concentration ratios in the 80-100 per cent 
range, while in Тарап» only 9 per cent of segments had reached this degree 
of concentration.” That is, МЕТР policies notwithstanding, concentration 
in India tends to be high. Further, an inter-temporal comparison of concen- 
tration ratios suggests that, while they fell between 1953 and 1963 and 
remained stagnant during 1963-68, the figures have been characterized at 
best by stability and often by an increase during "the period of slow growth 
and restrictive regulatory policies since the early 1970s." Іп a protected 
market, this high level of concentration cannot but lead to the exertion of 
market power and the pursuit of conservative policies with regard to cost 
reduction and quality improvement. 

Needless to say, a number of objections сап be raised against the 
Bank's analysis at this stage itself. Concentration, per se can by no means 
be attributed to State control, since the Indian industrial sector reflected a 
high degree of concentration even at Independence and definitely by the 
mid-1950s, when many of the policies focussed upon by the study first 
originated. As was indicated by R.K. Hazari’s authoritative study on the 
structure of the private corprate sector, the representative unit of decision 
making in Ше Indian corporate sector was never the "competitive firm" 
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which is a price taker. Rather, the "typical unit" was the business house of 
group, which controlled through a common, central decision making autho- 
rity, a number of companies in several branches of business.? Though these 
firms were separate legal entities, they functioned as a coordinated organi- 
sation. Interestingly, most of these firms themselves were oligopolists in the 
conventional sense, controlling a large sbare of the individual markets they 
operated in. Even as far back as 1964, the Monopolies Inquiry Commiss- 
ion had reported that ofa total of 1298 products studied by it, 87.7 per- 
cent were in the hands of oligopolists, with 437 being produced by only 
one firm each and 229 by two firms each. In fact, excepting for food pro- 
"ducts, cotton textiles and jute textiles, almost the whole of Indian industry 
was characterized by monopoly, duopoly and oligopoly.? 

But that was not all. Given the extremely diversified and technolog- 
ically integrated structure of the business group, a few houses tended to 
monopolize most areas through firms under their control. According to 
Hazari, in 1958, out of 22 rudimentary categories of actual business, the 
Tata’s as a group were present іп 21, the Birlas in 25, Bangurs in 19, 
Thapars in 15, JK in 18, Shriram in 7, and so on. Asa result he found 
_ that іп most industries, the same set of business groups appeared and 

reappeared, though each time with a different pattern of market shares. 

' Thus concentration was a defining feature of Indian industry right 
from the start. The reasons for this are not hard to find and are by no 
means specific to India, but common to most late industrializers, parti- 
cularly those -in the underdeveloped ex-colonial world. None of these 
countries saw the classical path of industrializ:tion, which involved the 
gradual movement from handicraft to manufacture and finally to the 
factory system, since by the time they actually set up any significant indus- 
trial capacity industrial technology the world over had advanced toa 
considerable extent. And since these countries had not seen а process of 
indigenous technological development, industrialization involved’ the 
appropriation and transfer of technologies developed and in use in the 
early industrializers. Fora wide variety of reasons that need not detain 
us here, industrialization of this kind occurred as a part ofa process of 
import substitution behind protective walls. | 

With underdevelopment implying а low level of per capita incomes 
(and most often a highly unequal distribution of incomes), the market for 
manufactures in these countries was rather small. On the other hand, the 
importation of technologies from the developed worid implied relatively 
large scales of production per unit and relatively high capital costs. The 
former meant that only a few units could be established to cater to the 
domestic market, while the latter implied that only those who had accu- 
mulated large sums of own capital іп agriculture, trade or primitive manu- 
facture could undertake industrialinvestment. These initial conditions 
implied that industrialization in the developing world was accompanied by 
the growth of oligopoly and by the domination of the industrial sector 
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by a few large investors who had accumulated the wherewithal to parti- 
cipate in a process that was premised on access to large sums of capital. 

Thus, the fact of concentration should not come as a surprise once 
the context of late industrialization is grasped. Butitis precisely with 
regard to this that the report presents its 'unequivocal evidence". And as 
was to be expected, the evidence is more equivocal when it comes to sup- 
porting the argument (more crucial to the Bank's analysis), that it is regu- 
latory policy that is responsible for this concentration. The analysis of 
trends in concentration over time (which sticks to the conventional notion 
of concentration in product markets) suggests that barring the period of 
relatively rapid growth of the 1950s and 1960s, when the four-firm concen- 
tration ratio fell by around 10 per cent, concentration ratios have been 
more or less stagnant. That is, while policy induced barriers to entry and 
growth of large firms have not generated monopoly, they have also 
failed to reduce high levels of concentration. So they, in any case, cannot 
be held responsible for the problem of inadequate size relative to optimum 
scales or for imperfections that are likely to retard the pace of growth and 
technical change. 








Table 1 
SIZE DISTRIBUTION OF INDUSTRIAL ENTERPRISES 
(Percentages) 

Firm Size Japan S.Korea India China | Yugoslavia 
(Workers) (1972) (1981) (1977) (1982) (1981) 
5-33 р 80.2 70.7 517 .592 6.6 
33-75 10.7 . 14.4 35.3 19.5 15.8 
75-189 , 6.1 9.2 7.8 12.2 32.1 
189-243 0.8 1.5 0.8 8.5 12.0 
2434- 2.1 4.3 4.4. 0.6 33.5 


——MMÓ— À— 
Sources : World Bank. 


Further, given this tendency towards concentration, itis inevitable : 
that the industrial sector in late industrializers would be characterized by 
an "empty middle". While industry would be dominated by а few large 
firms, there would be a large number of small firms that persist either in 
areas where they, for reasons related to technology or the nature of the 
market, are not faced with competition from the large industrial sector, or 
in areas where they serve as ancillaries to big industry. Not surprisingly, 
therefore, India is not ап exception from the point of view of the “empty 
middle". 

As should be clear from Table 1, most late industrializers including 
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the miracle growth countries like South Korea and Japan, are characteriz- 
ed by the same industrial structure in terms of size distribution of firms. | 
But this, according to the Bank's economists is not a true picture, since it 
conceals the fact that Indian industry is characterized by an insufficient 
degree of specialization and weak subcontractual relations between large 
and small firms, making the Indian evidence more significant than that of 
the other countries concerned. 

Needless to say, the report presents no evidence to back up its claim 
regarding the nature of the small sector in India other than pointing to a 
few sectors like textiles, paper, cement and steel where small or medium 
scale units replicate production being undertaken in the large scale sector. 
But since the argument that the size distribution of firms of the kind noted 
above speaks of a structural deficiency hinges on this understanding, it is 
necessary to pursue the matter further. Я 

The small scale sector іп India, it has been repeatedly stated, consists 
of two categories: (a) the cottage industries, which are not based on 
motive power, use predominantly family labour and are located іп rural 
and semi-urban areas ; and (b) the modern small-scale industries, which 
use motive power and modern means of production and are usually located 
іп the semi-uroan and urban areas. Тһе former sector survives either 
because it caters to a specific demand which cannot be met by the modern 
sector (bidis and Canjeevaram sarees, for example), or because of State 
subsidy that cannot be avoided given the employment implications of any 
decline in the cottage sector. In any case, changes in demand and the 
onslaught of the modern sector have been such that, the advantages of the 
former notwithstanding, it has been on the decline over the years. 

Thus the sector which should concern us is the modern small scale 
sector. The growth of this sector has no doubt been fostered by the 
government either through the provision of tax benefits (as in the case of 
the powerloom sector till recently) or through its policy of reserving 
selected areas for production by the small sector, given the likely benefits 
in terms of distribution and employment. But has such a policy led to 
growth of a kind that has resulted in a. disjunction between the small and 
the large industrial sector with the latter running a parallel production set- | 
up that most often replicates activity being undertaken in the large scale 
sector ? If we take a look at the rather long list of areas reserved for the 
small scale sector, we find that a substantial chunk of them are metal, 
chemical and electrical industries, taking their inputs from the large scale 
sector and supplying their outputs (the bulk of them intermediary pro- - 
ducts) to the large scale sector. There are some final products in the 
reserved list (water meters, domestic utensils, oil stoves, voltage stabilizers, 
etc.), which too are linked with the large scale sector in terms of inputs" 
and in terms of using marketing arrangements and brand names associated 
with large business houses." Thus, government policy has by no means 
gone against certain tendencies reflected by the market itself, but sought to 
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‘strengthen them by providing executive sanction to а technologically 

acceptable structure, which may have been foreclosed given the thirst for 
investment outlets on the part of business houses ina restricted but pro- 
tected domestic market. 

What then are these tendencies supported by the market mechanism 
that lead to the creation of niches for the small scale sector which grows 
as part of an integrated growth of industry as a whole? First, there аге 
a number of areas where the small scale sector has a technological advan- 
tage given the nature of the product, the small runs for each kind of 
design or the fact that there are few economies of scale in production that 
warrant the larger overheads per unit of output that may be associated 
with certain kinds of large scale production. Second, given the diversified 
character of operations undertaken by the business group, its attitude to 
any area of industrial activity is determined by the relative profitability of 
all other avenues of investment that are open at any point of time. This 
has meant that business houses have treated a number of areas, where 
stagnant demand, price controls or other factors limit the level of profits, 
as activities in which licences are preempted, but investment not under- 
taken. This defensive strategy of reserving potential avenues of production 
without actually exploiting them has often, as exemplified in the case of 
cement under price control, resulted in production falling far short of 
capacity. Though cement isa case where the experience has been most 
stark, there are many other areas of relatively lower profitability where 
capacity creation has fallen short of that planned, let alone licenced. This 
feature of the activity ofthe larger groups has created spaces for the 
emergence of small units that, despite being uneconomicin a techno- 
logica! sense, have very often survived and even thrived in the protected 
market. 

That is, the “unique” effects of control in India have to be seen in 
the context of the representative unit of Indian capital, rather than being 
posed as the inevitable effect of moving away from reliance on the market 
mechanism. Two factors support this argument : first, none of the coun- 
tries quoted as comparative examples have relied on the market mechanism 
to stimulate growth ; and second, though physical controls of the Indian 
kind may notoperate in those countries, very often they are situations 
where the State has far greater control over investment decisions in the 
private sector than does their Indian counterpart. Once this is taken into 
consideration, the difference between the "empty middle" in India and 
elsewhere, if at all it exists, is not the result of control per se, but of the 
nature of the control mechanism adopted given the context in which State 
intervention operates. 

This lack of correspondence between the character of intervention 
and the needs that the structure of the private corporate sector generates 
is visible when we look at the impact of licensing as well. One need not 
deny that detailed physical controls іп an economy as complex as ours is 
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extremely difficult and results in excessive bureaucratization and conse- 
quent inefficiency. But very often detailed regulation was the inevitable 
response of the government to measures adopted by the private sector to 
circumvent control. Тп the case of licensing, the most important instru- 
ment in the hands of the Indian business house was the practice of 
preemption. Given their wide interests and their financial strength, past 
performance and ability to bear the costs of obtaining information, the 
large business houses have always had an edge over other entrepreneurs 
in a system where capacity is licensed with the aim of achieving planned 
targets. Not surprisingly therefore, periodic enquiries have shown that 
the government's stated objectives notwithstanding, these business have 
been able to corner a disproportionate share of licences issued by the 
government in all areas of industrial activity. But cornering these licences 
did not necessarily lead to the creation of capacity. Rather, the business 
houses have always followed a two-fold strategy. In the more dynamic 
-areas where profit margins are high, the business houses have adopted an 
offensive strategy of obtaining licences, establishing capacity and bidding 
for a dominant share іп the area concerned. But in areas where demand 
isslowly growing or profits lower either because of slack market condi- 
tions or price controls, they have preempted capacity by obtaining 
licences, preventing entry by others, but not translating their own licences 
into installed capacity. This defensive strategy permits retaining earlier 
bases of monopoly power without actually investing in productive capacity 
or in retaining a foothold in an area which can be exploited any time in 
the future when market conditions turn more buoyant.* 

The immediate impact of this situation was that productive capacity 
fell short of targets and even actual demand in many cases leading to 
shortages and a. black market. In response to this the government not 
only resorted to stricter scrutiny of applications, but also to the practice of 
“overlicensing” based on an assessment of the share of approved applica- 
tions that have preemption" as their motive. But given the rather wide 
range of firms through which the business group could apply for licences 
in any one area, this only led to a spiral where the share of preemptive 
applications and the extent of overlicensing increased overtime. This 
whole process notonly defeated tbe purpose for which licensing was 
adopted but also led to increased bureaucratic interference aimed at check- 
ing the possibility of preemption. What was lacking was a system of 
penalties оп defaulters who obtained letters of intent and did not utilise 
them, which would have confronted the problem head on. Seen in this 
light, the failure of the licensing system was not because of the infeasibility 
of intervention per se, but due to the strategic behaviour of the business 
group and the government's unwillingness to push intervention to a level 
- where it could prove successful. 

This impact оҒ the investment behaviour of the business group was 
visible in the case of price control also. Being іп а position to preempt 
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capacity as well as having the option of investing in a rather wide range 
of areas, the response of the business group to price control has been that , 
of choking off production in the areas concerned. Since price control 
inevitably means lower profits than could be earned in the manufacture of 
uncontrolled luxury consumer goods and their intermediates, the business 
group has most often left units in areas like textiles, sugar, cement and 
paper “dormant”, while diverting surpluses to more lucrative avenues. 
This did not imply that the group did not obtain licences for manufacture 
in these areas—rather they preempted them to an extent where, even with 
overlicensing, there were persistent shortages of controlled items. The 
consequent growth of a black market was then used as the instrument of 
manoeuvre to get the government to go back on controls, either partially 
or fully. 

To sum up, there was hardly any restriction on the expansion of the 
business group, excepting in the areas reserved for the small scale sector. 
In all other areas, the reticence to either establish capacity or expand was 
an inevitable outcome of a “rational”? strategy open to what is by all 
accounts the representative unit of Indian capital. Given this strategy, 
controls can hardly been attributed the role of destabilising production— 
rather the commitment to а mixed economy" on the part of the Indian 
State meant that all its efforts at control were defeated by a private sector 
that the former was reluctant to penalize. Fxamples to support this point 
of view with regard to MRTP legislation are legion. 

But it is necessary to go further. Сап be attribute the emergence of . 
uneconomic scales o^ production to intervention by the State ? One of the 
arguments that the Bank's report advances in this regard is that, curbs on 
expansion reflected in the small share of substantial expansion licences in 
the total number of licences issued have militated against the realization of 
economic scales. It does not bear stating that the share of SE licences in 
_the total does not itself prove anything, unless seen in the background of 
the share of applications for such licences in all applications received. But 
even if that points to any discrimination against expansion applicants, we 
have little ground to move to an argument on economies of scale. In 
most areas setting up say a 20,000 tonnes per annum plant by aggregating 
two 10,000 tpa plants does not permit the realization of the economies 
associated with the higher figure. And expansion from 10,000 to 20,000 
tpa does not involve the scrapping of old plant and its replacement by a 
new 20,000 tpa plant, but rather the addition ofa second 10,000 tpa 
plant. 
Now is there any guarantee that if intervention was not resorted to, 
integrated units of larger size would have been established by independent 
entrepreneurs ? In fact, experience on the ground suggests that uneconomic 
scales ОҒ production are the result ofthe investment behaviour of mono- 
poly houses in a protected environment, rather than of state intervention. 

A typical example of this is the synthetic fibre industry in India where 
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not only are capital costs extremely high, but markets for the final product 

are relatively small.” High capital costs not only raised costs of production 

directly, but also by restricting the sizes of plants established within the 

country. Since the high cost of synthetics relative to cotton in the mid- 

1960s rendered them luxury fabrics, they were subject to rather high duties 

raising their prices even further. This resulted in a relatively small market: 
for these fibres. Confronted by a small market, which rendered invest- 

ment risky and the high capital costs associated with entry into the synthe- 

tics sector, most firms chose to obtain licences for relatively small sized 

plants. The government in turn granted as many licences at each point 
asit thought necessary to meetthe estimated demand. In the net, the 

industry from its initial stages consisted of a number of units, each with 

a relatively small share of total capacity. This tendency was aggravated. 
over the years by the government's reticence to grant repeat licences 

toa unit already in existence, ostensibly because of the fear of generating 
an oligopolistic situation. 

The revealed preference of entrepreneurs for relatively small scales of 
production was only partly the reflection of the small scale of the market. 
As Michal Kalecki once put it : “Тһе limitation of the size ofa firm by 
the market for its products is real enough butit leaves unexplained the 
existence of large and small firms іп the same industry". This view has 
become relevant in the case of Indian synthetics as well, with the commiss- 
ioning of the extremely large plants set up by Reliance Industries Ltd. and 
given the fact that in the Indian case most synthetic fibre producers are 
part of large business groups that have had access to finance from their 
diverse activites in industry and trade. Ifthey were willing to risk a 
larger amount of outlay in setting up viable units, the finance they would 
have obtained from the institutions would have been proportionately 
larger. Thus the choice of small scales, it appears, was made in spite of 
the availability of the option of investing in large scale plants. 

A more sustainable explanation, therefore, could be the conscious 
choice ofa low risk strategy in а high investment area on the part of 
Indian business houses. If entrepreneurs chose to set up larger and more 
viable capacities they necessarily had to outlay a larger volume of own 
capital, so that, given the debt-equity norms prevailing at each point of 
time, they would have been able to invest the required quantum of capital. 
In practice, the business group has been reticent to risk large sums in any 
one area. And even this investment was not restricted to any one activity, 
but was dispersed across a number of related areas іп the synthetic field, 
with capacities in each case being far short of the minimum viable capacity. - 
Clearly growth under this low risk strategy essentially consisted of setting 
up relatively small sized units in а number of areas, thereby distributing 
risks across a number of well protected sectors and ensuring that the 
decline in income associated with any one unsuccessful venture is small 
relative to the income from total entrepreneurial capital. The end result 


REGULATORY POLICY AND INDUSTRIAL GROWTH 113 


is there for all to see. At present the indigenous polyester fibre/yarn 
industry consists of 18 units, 6 of which are engaged in the manufacture of 
polyester staple fibre and the other !2 in the production of filament yarn. 
By early 1961 operational capacity worked out to 88,268 in the case of ` 
polyester staple fibre (PSF) and 50,042 in the case of polyester filament 
yarn (PFY). This places the average size of the unit in the industry at 
around 15,000 tonnes in the case of PSF and 5,000 tonnes in the case of 
PFY. Even by the government's definition of minimum viable capacities 
(30,000 tpa іп the case of PSF and 15,000 tpa in the case of PFY), these 
sizes аге grossly uneconomic. And by international standards they аге 
miniscule. For example, in the case of PSF, the average size of plant 
stands at around 1,50,000 tpa іп Japan and 1,00,000 tpa іп South Korea. 
As for PFY, the available figures suggest that international capacities are 
in the range of 69,000 to 1,00,000 tpa, ie., 12 to 20 times as high as the 
Indian average.? 

The significance of these figures emerges when seen in the light of 
evidence regarding the ratber substantial reduction in costs asscciated with 
larger scales of production, According toa World Bank review of the 
synthetic fibre sector in India, (һе price per kg of polyester staple fibre 
manufactured from DMT falls from $6.36 per Кр to $4.76 per kg as capa- 
city increases from 6,000 tpa to 30,000 tpa. This 33 per cent reduction in 
co ts and prices over such а small range of capacity suggests that conve- 
rsion costs in India are likely to be substantially higher than that which 
prevail in the international industry. 

The implications of the above argument should be clear. Uneco- 
nomic scales and high capacities are not so much the result of intervention 
per se, but of the low risk strategies adopted by monopoly groups that 
have a stranglehold over a rather diverse set of industries. Earning the 
maximum profits from diversification rather than facing the risk associated 
with concentrating investment on any one or a few related areas, become 
the driving force of investment in such a market—and the inefficiencies 
associated with uneconomic scales is the end result of such a motivation. 
Ensuring adequately large capacities in such a situation requires not redu- 
ced intervention, but greater intervention that forces individual entrepre- 
neurs to concentrate on particular areas and ensures that the benefits of 
monopoly are not exploited for excess profit by slapping price control. 

Rather than come to terms with this complex set of factors, the 
Bank’s economists have attempted an easy transition from what they 
identify as an inefficient structure of production to the empirically 
observed problems of slow growth in output and productivity and near 
stagnant technical conditions. But even this requires assuming that from 
the point of view of structure, India is a special case, the evidence not- 
withstanding, and that there exists a direct linkage between policies, stru- 
cture and performance. In the words of the report : “The linkages between 
policies and performance are usually not directly observable (the dramatic 
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increase in production in the cement industry after the price decontrol in 
1982 is one exception). Most often, the connections are of a roundabout 
nature, that is, mediated by the impact of policies on the structure of indu- 
' stry and the behaviour of firms." Unfortunately the report nowhere 
“establishes” these roundabout connections satisfactorily. 

The argument to the contrary delineated above is partly borne out 
by the experience with India’s automobile industry in the wake of liberali- 
zation of licensing and technical collaboration. Since then a large number 
of firms have entered the industry, but all with capacities in ranges which 
are far from economic. By March 1986 there were 5 саг and 9 light 
commercial vehicle (LCV) manufacturers in the country with installed 
capacity averaging 37,000 and around 10,000 units per annum respectively. 
Tf we exclude Maruti with an installed capacity of 1,00,000 cars, the 
average capacity in fact falls to around 21,000 cars per annum." 
As compared with these figures, the Bank's own statistics show that in the 
case of cars, minimum economic scales аге іп the range of 200,000 to 
350, 000 units annually for each -model, given flexible, highly automated 
assembly techniques and even developing countries like South Korea and 
Brazil, recorded outputs in their largest units of 108,117 and 341,354 units 
respectively. Further a 1972 study of the economies of scale associated 
with automated mass-production technologies employed in car and light 
commercial vehicle manufacture estimated that cost savings per unit were 
1,520 per cent for output levels between 50,000-100,000. Unfortunately, 
liberalization alone, which left the nature ofthe investment decision to 
private producers has not been helpful in even moving in the direction of 
these scales let alone getting anywhere near them. 

Further most of these vehicles are produced. in collaboration with a 
foreign manufacturer from whom between 50-80 per cent of components 
are imported. These factors have had a number of implications : First, 
the cars have proved extremely expensive given the high costs associated 
with low scale. Second, the high dependence on imported components has 
resulted in a high foreiga exchange cost that is unlikely to fall adequately 
over time given the unstandardized nature of component demand resulting 
from multiple imports of technology, that forecloses the emergence ofa 
competitive domestic industry. Thirdly, the high degree of dependence 
on imported components has rendered domestic producers vulnerable to 
currency fluctuations. For example, it has been estimated that during 
1985-86, nearly 74 per cent of the escalation іп the price of the Maruti 


would be accounted for by the appreciation in the value of the Yen, if. 


Maruti had to bear the full effects of such appreciation.? Finally, even if 
an indigenous component industry does come up it would, given the low 
level of demand for each type of unstandardized component, be of a size 
that is uneconomic, rendering the components and the final automobile 
expensive. - l 

Thus, experiments in permitting free entry (though within the frame- 
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work of a licensing regimé) and free imports of technology, have suggested 
that reliance on market signals alone may not be the best road to efficiency 
within a protected market. Yet this is precisely the strategy that the Bank 
recommends. In Ив approach to industrial regulatory policy reform, it 
argues that though the process gained momentum in the 1980s, “the 
limited nature of many of these measures has itself constrained the res- 
ponse of industrial firms to the new policy environment”. Hence its 
proposals include : “immediate removal of licensing barriers to capacity 
growth, by considerably narrowing the number of industries subject to 
capacity licensing and simplifying the procedures for technology and foreign 
investment licensing ; an increasing focus on firm conduct and restrictive 
trade practices and reduced concern with individual firm size and some of 
the structural features of industrial markets ; a shift away from reservation 
policies for small scale industry and toward the growth and modernization 
of small firms ; increased expediency of shedding activities, the transfer of 
assets and the redeployment of labour (with madatory compensation) in 
the context of stricter lending guidelines and a fully implemented govern- 
ment commitment to avoid taking over “sick units" ; and the progressive 
decontrol of industrial prices and greater focus оп the impact of price 
regulation upon investment, innovation and competitive behaviour". 

However,as the Bank's economists are quick to add, this alone 
would not do. Rather, to minimize the possibility of creating new distortions 
(of the kind being witnessed in India today), changes in regulatory policies 
need to be coordinated with adjustments in trade policies. This is because, 
in the view of the Bank, behind high trade barriers, relative prices are 
such that financial incentives do not coincide with economic costs. Further, 
for products characterized by significant economies of scale, freer entry in 
a domestic market of limited economic size may lead to the uneconomic 
fragmentation of production. Finally, import liberalization would be 
needed to make domestic industry competitive in international markets, 
since a substantial expansion of exports would be needed in the medium 
run to meet the possible foreign exchange requirements associated with 
investment growth and technological modernization. All this should make 
clear thatit is notjust competition or market prices that is the crucial 
signal of efficiency in this perspective, but “border prices" which аге 
seen as being the true approximations of the neoclassical efficiency price. 

The principal assumption behind the above set of formulations 
regarding the need for internal liberalization is that the free market is a 
more efficient allocator of resources than a controlled regime. That is, the 
failure of India’s industrialization strategy is to be traced not to the fact 
that internal social structures resulted іп а divergence between what was 
planned and what was realized, but to the fact that both the planned stra- 
tegy and that actually realized deviated from an ideal that the free opera- 
tion of the capitalist market would have ensured. 

At a theoretical level this conception is obviously erroneous. Even 
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if the neoclassical myth of perfectly competitive markets prevailed, it is 
known that the uncoordinated decisions made by atomistic decision makers 
are subject to error for two reasons : first, the uncertainty arising from an 
inability to predict how certain uucontrolled parameters (like the monsoon, 
for example) would behave in the future ; and second, the uncertainty 
arising from the lack of knowledge with regard to how other decision 
makers in the economy аге likely to behave. While the former kind of 
uncertainty would hold in a planned economy as well, the latter—Koop- 
mans’ “secondary uncertainty"—is true only in a situation where decisions 
regarding consumption and investment are made by a large number of 
actors working in isolation, as is true under capitalism. This results in a 
situation where what is realized in the economy as a whole, being the 
result of the interaction оҒ independently made decisions, deviates signifi- 
cantly from the optimal. This “апагсһу of the capitalist market", proves 
expensive since investment decisions are embodied in durable capital equip- 
ment, and are not reversible in the short or even medium term. That is, 
even in asituation of perfect competition, optimal decisions would be 
made only under stringent conditions of a kind that render the cases 
involved uninteresting. Тһе ideal, that the neoclassicals апа their applied 
economics followers like the Bank argue for does notexisteven in the 
world of theory.!? 

And moving from theory to practice only worsens the situation, since 
in practice the “perfect market" hardly obtains, "Imperfections" are the 
order of the day in a world . of landlords and monopoly capitalists, who in 
any case came into existence long before State intervention came to pre- 
dominate. In fact there is reason to believe that while the State played no 
role in creating the economic structures that determine the character of 
development, these structures themselves have influenced the character of 
the State and the nature of government policy. So even if the State ceased 
to intervene, the pattern of development would in no way correspond to 
the neoclassical ideal, which in any case, we have argued is not optimal. 
Given these distortions in the market, State intervention is crucial not only 
to ensure that development meets certain minimal social objectives, but 
also to guarantee capitalist development itself. The unequal distribution 
of assets and incomes and extreme poverty implies that the mass market 
is an inadequate inducement for investment. And given the lumpy invest- 
ments and large gestation lags associated with crucial infrastructural 
' projects, such investments are unlikely to materialize if the State does not 
enter the arena of production, since private investors would find the risks 
associated with such investments too high to bear. Not surprisingly there- 
fore, ever since the Bombay Plan of 1944, the Indian private sector 
has always argued іп favour of State intervention and tbe creation of a 
State sector. 

It is perhaps for this reason that the Bank’s economists fall back on 
border prices as indicators of efficiency and argue that the government 
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should reduce barriers to imports by doing away with import restrictions 
and reducing tariff barriers. This would, according to the Bank expose 
indigenous industry to international competition and therefore ensure 
efficient production based on economic scales and current technology. Un- 
fortunately, the report holds, experience has been to the contrary. Ina 
sample of 10 developing countries, including some which, like India, have 
large internal markets and diversified industrial structures, India had the 
largest average tariff rate on imports (137.7 per cent), which was almost 
double that average in most of the other countries. In addition, restric- 
tions on imports through tariffs had been added to by quantitative restric- 
tions which though declining in importance in recent years, is still at an 
extremely high level. In 1972-73, 99 per cent of India's total imports were 
covered by licences and since 1978-79 the figure has hovered around 50 
percent. In the Bank's view this process of liberalizing imports should 
be continued with and should be accompanied by a strategy of deescalating 
tariffs over time 

It needs to be said at the outset that this recommendation not only 
goes against any precept of theory, but also is contrary to the experience 
of most industrialized nations that established their industrial bases behind 
protectionist walls, and currently, when the World Bank and the IMF are 
recommending liberalization in the Third World, are opting for high rates 
of protection to support their own industry. In fact, theory would have 
us believe that in the early phases of industrialization protection is needed 
for two reasons : first, it wou:d be impossible to create a domestic indus- 
trial base in most areas if a nascent industry is laid open to the marauding 
competition ofthe transnational giants that seek to monopolize interna- 
tional markets. Secondly, efficient industrial production is the product 
of a process of "learning by doing". Unless a newly industrializing 
country has built enough experience in particular areas and mastered the 
technology involved, it is unlikely to prove an efficient producer. That is 
the static efficiency losses involved in protection are more than compen- 
sated by the benefits of dynamic efficiency. Finally, just as in the case of 
the domestic market, it is difficult to believe that border prices reflect any 
ideal perfectly competitive price, in a world dominated by agribusiness 
firms and transnational corporations that are aided by their parent country 
governments in the struggle to redivide the world in favour of one deve- 
loped country or the other. Rather, international prices reflect this fact 
of power and conflict in which given the unequal international division of 
labour, the developing countries have at best a peripheral and subordinate 
role to play. 

Theory aside, the experience with liberalization is enough evidence 
of the disastrous implications of the Bank's argument. А typical instance 
is the Indian capita! goods industry. Even prior to the 1985-86 Budget, 
capital goods imports were permissible under two heads : project and non- 
project. While the latter were subject to duties that averaged around 100 
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per cent, the same items could be obtained under the project imports cate- 
gory at a lower rate of duty of 65 percent. This lower rate of duty was 
often inadequate as a measure of protection for the capital goods sector, 
since the domestic manufacturer had to pay much higher prices for inputs 
than his competitor abroad. 

Seen.in this light, subsequent changes in policy could only have - 
resulted in major inroads by imports into the domestic market, since it 
sought to both shift a larger number of capital goods items onto the OGL 
list as well as r.duce duties payable under the project imports category by 
a large margin. A major element of the government's liberalization policy, 
was the reduction оҒ duties on project imports from 65 to just 45 per cent 
and that applicable to power and fertiliser projects to 25 and zero per cent 
respectively. With this having adversely affected domestic manufacturers, 
the project import duty was raised in the 1986 Budget to 55 per cent. 
However, even this proved inadequate given the aggressive strategy adopt- 
ed by foreign manufacturers of capital goods, who were saddled with 
excess capacity as a result of the international recession. These producers 
not only resorted to "dumping" of their equipment, but also provided the 
latter as a part of a package that included liberal credit facilities at extre- 
mely soft terms. 

The impact of this turn of events was understandably adverse for 
domestic producers. The rate of growth of production of machinery and 
machine tools declined from 6.7 per cent in 1984-85 to just 2 per cent in 
1985-86. Further, imports of capital goods which stood at around Rs. 
2,000 crores at the turn of the decade increased to nearly Rs. 4,000 crores 
during 1986-87. In fact overthe first six months ofthat year, capital 
goods imports rose by around Rs. 750 crores, while total non-oil imports 
rose by Rs. 1,600 crores. 

Not surprisingly, in a major reversal of fiscal policy changes initiated 
. as part of the new economic policy, the 1987-88 budget opted to provide 

a hefty increase іп protection for the capital good sector. In a measure 
that equalized duties payable on capital goods imports under the general 
and the project imports category, it raised duties applicable on project 
imports from the prevailing 55 per cent to 85 per cent, the specific duty on 
próject imports of fertilizer equipment from zero to 15 per cent and duties 
on project imports of power equipment of less than 50 MW from 25 to 35 
per cent as well. Further, capital goods producers аге not only to be 
provided with imported special steels at a reduced rate of duty of 15 percent, 
but also with a package of financial incentives that is to be announced 
shortly. While this set of measures is undoubtedly to be welcomed, it 
does suggest an enforced retreat on the import liberalisation front asa 
result of the impact the latter has had on both domestic production and 
the balance of payments. 

. This experience with the capital goods sector is merely the reflection 
of the problems associated with the transition to a more liberal trade 
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regime. Given the pent up demand for imports of both luxury consumer 
goods and the capital goods and intermediates needed to produce them, 
any liberalization of imports results in a large increase in the import bill. 
“Оп the other hand, the promised growth in exports as a result of adjust- 
ment would be realized only after a considerable lag, if at all. Thus in 
the medium term, a widening of the balance of payments deficit and a 
greater resort to international financial markets is inevitable. The origins 
of the present crisis in India's balance of payments can be partly traced to 
this problem of transition. India's deficit first widened when for the second 
time in less than a decade, the nations forming the Organisation of Petro- 
leum Exporting Countries (OPEC) massed their strength and drove up oil 
prices: This had the anticipated effect on our balance of payments. By 
necessitating a substantially higher outlay on oil imports, it increased the 
deficit on our balance of trade from just Rs. 1,088 crores in 1978-79 to Rs. 
5,838 crores in 1980-81. 

In response to this worsening balance of payments situation the 
Government of India chose to exploit intensively a major oil find at 
Bombay High, so as to reduce India’s dependence on imported oil. The 
success of this effort is reflected in the fact that domestic oil production 
rose from 10.5 million tonnes in 1980-81 to 30.2 million tonnes in 1985-86, 
reducing the share of imports in domestic consumption from 65 to less 
than 30 percent, and curtailing the outlay on oil imports substantially. 
This transition to a situation of relative self-reliance оп the oi] front, 
however, did not make much difference to the trade balance, While exports 
stagnated or grew slowly imports burgeoned taking the babance of trade | 
deficit to around Rs. 8,000 crores іп 1985-86. Though this figure declined 
to Rs. 7,513 crores in 1986-87, the deficit 1emains well above the value it 
had attained in 1980-81. Thus, in the eighties factors other than oil appear 
to have contributed to a persisting imbalance. 

This trend has started telling on India’s foreign exchange reserves, 
though the resort to large scale borrowings in international financial 
markets has ensured that the fall has not been distressing. According to 
figures released by the Bank of International Settlements in January this 
year, between June 1985 and June 1986, India tapped international finan- 
cial financial markets to the tune of $2.2 billion, which is much higher than 
the average annual drawal made by India under the last $ 5 billion SDR 
loan agreement with the IMF.!5 

Tosum up, both in theory and practice, there is much to argue 
against the adoption of development strategies of the kind recommended 
by orthodox neoclassical theory and its promoters the World Bank and the 
IMF. But the most striking feature of these strategies are their implicat- 
ions for the working people, which has been reflected in the experience of 
many Latin American and African countries that have decided to retreat 
.from austerity packages imposed by the IMF and the Bank in the wake of 
the debt crisis. These packages which are strikingly similar to the reform 


і20 SOCIAL sClENTisT 


being recommended to a country like India involve, among other things, 
a major liberalization of industrial and trade policy, devaluation of the 
country’s currency, a squeeze on net credit to the government sector; ап 
across-the-board increase in administered prices and а cut in subsides on 
items of mass consumption such as food. The freeing of imports inevitably 
leads to a fallin the utilisation of already installed capacity and an 
accentuation of balance of payments difficulties. And the squeeze on 
credit to the government sector necessitates a cut back in public investment 
and expenditure. Such a cut in expenditure would not only slow down 
the rate of growth of the economy and therefore of employment but also 
necessitate a cut in subsidies on items like food that currently offer some 
succour to a poverty stricken population. The squeeze in real incomes 
that this implies would be aggravated by internal liberalization, which in- 
volves price decontrol as well the permission to close down unviable capa- 
city in the private sector. While this would raise profitability in the 
private sector and allow capitalists to relocate their surpluses in the more 
profitable areas оҒ industry, it would also set offa price spiral as well 
result in the loss of jobs for thousands of workers who have been rendered 
redundant by the "sickness" that capitalist devloment has generated in a 
large section of indigenous industry. Futher, to expand the economic 
space available for profitable operation of the monopoly houses, the 
protection provided to the smallscale sector would have to be done away 
with, adding thousands of small enterpreneuers and the self-employed to 
the labour force, since they would be in no position to face up to compe- 
tition from the monopolies. Finally, these monopolies, while drawirg 
some benefits from such a strategy would have to part with a large share of 
their profits to transnational capital, which asa result of the liberalization 
would be provided relatively freer access to the domestic market. . 

Thus the so-called ‘new economic policy" is nothing but a replica of 
policies pushed through by imperialism ina number of countries in Latin 
America and Asia with disastrous consequences. It merely ensures that in 
a situation of global crisis, the transnational corporations have new fron- 
tiers to exploit, at the expense of the working people in the country. But 
the hope that in the process it would be provided with a small share of the 
surplus encourages Indian monopoly to join hands with these forces, has- 
tening the process of growing dependence on foreign finance capital. 
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Book Review 


Lenin and Imperialism 


PRABHAT PATNAIK (ed)— Lenin and Imperialism : An Appraisal of 
Theories and Contemporary Reality, New Delhi, Orient Longman 
1986, pp 414. 


'Imperialism is perhaps one of the most misused words in the 
literature on the political ezonomy of development. Especially in recent 
years, it has been used to characterize a whole range of situations ranging 
from military expansions and the political manoeuvring of more powerful 
countries to instances of economic exploitation through so-called “unequal” 
market exchanges. Rarely is an attempt made to give the concept а more 
precise analytical content and to prevent it from being used for obfuscation. 
As a result the early and powerful contribution of Lenin has tended to be 
ignored or forgotten. Thus a book which is addressed specially to the tasks 
of assessing the relevance of Lenin's theory to recent international econo- 
mic tendencies, and describing the nature of present-day imperialism, is to 
be welcomed. 

This important volume brings together papers presented at a con- 
ference on *Lenin and Contemporary Imperialism" held in Delhi in late 
1981. The contributions are from academic economists, political scientists 
as well as political activists - thus making for a wide range in approach and 
concern. In spite of the delay in publication, most of the articles are still 
relevant as they deal with essentially theoretical issues. 

The editor's perceptive introduction makes a number of useful points. 
Two common misconceptions about Lenin's theory of imperialism are 
clarified : firstly the argument that capital exports by monopoly combines in 
advanced capitalist countries (which to Lenin was a major feature of impe- 
rialism), are in fact the sole basis of imperialism; and secondly, the view 
that Lenin's theory isan underconsumptionist one which sees capital exports 
as the result of domestic realization crises resulting from income distribu- 
tional shifts. Patnaik points out that for Lenin imperialism is the direct 
outgrowth of monopoly capital, which takes the form of striving for “есо- 
nomic territory" not just for avenues of surplus investment but also for 
sources of raw materials, markets, etc. Further, there is a direct link 
between the emergence of monopoly and capital exports because monopo- 
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lies seek superprofits which шау not be available from domestic investment 
channels even in the absence of a dcmestic realization crisis. Thus capital 
exports are related to monopoly superprofits, although obviously domestic 
realization crises and income distributional changes аге not precluded by 
this argument. . 
Patnaik also briefly touches on two tendencies in modern leftist 
analyses of imperialism, which are discussed in more detail in several other 
papers in the volume. The first sees the development of ‘Third World" 
countries as almost totally constrained by imperialism (often o perating 
through “unequal exchange”) rather than internal structures and class 
forces. The other tendency, exemplified by Bill Warren, views imperialism 
as a moribund issue, which is no longer relevant in discussions of develop- ' 
ment in these countries. Both of these one-sided approaches miss out the 
dialectical nature of processes in contemporary economies, which are 
obviously influenced by both internal and external factors. Implicit in this 


'- argument is the view that external constraints themselves may be more 


complex and varying than those presented by a simplified unidimensional 
presentation of an imperialist oppressor country and a persecuted oppres- 
sed poor nation. The need to look more carefully into the dynamics of 
capitalist development and the different mechanisms through which advanc- 
ed capitalism affects economic processes in developing countries, is clearly 
one inspiration for this book, and forms an underlying concern in several 
of the articles. 

Amiya Bagchi’s paper deals mainly with Lenin’s theory rather than 
more recent economic events. Bagchi provides a cogent and concise sum- 
mary of Lenin’s theory, and argues that to be understood fully, the pamph- 
let on imperialism must be read in conjunction with some of Lenin’s other 
works, in particular his views on national self-determination. This high- 
lights an important political dimension to imperialism, and to the uneven 
development of capitalism which is associated with it. Much of the paper 
is concerned with clarifying the concepts used—indeed, there is an Appen- 
dix devoted to discussing four typical misrepresentations of Marxist-Leni- 
nist theories of imperialism. These clarifications and the presentation of 
the essence of the Leninist argument provide a very useful opening to the 
volume notwithstanding the polemical- style. However, the epilogue on . 
extensions of Lenin’s theory to today’s world is tantalizingly brief. Essen- 
tially Lenin provided a description of certain tendencies of late capitalism, 
as well as major insights into the nature of unequal development, capital 
exports, -inter-imperialist rivalry and the primacy of politics. These can 
make up the broad contours of explanation of recent international politico- 
economic relations, But surely a deeper understanding of the role and 
behaviour of TNCs and the differential rates of productivity ‘growth bet- | 
ween the major developed capitalist countries (the two problems that Bagchi 
mentions as examples) would require major extensions and further expla- 
nation within these broad contours. To rely only on the classic works for 
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theoretical sustenance in this regard is presumably a dependence Bagcht 
would be wary of ; but if this is so then it would be necessary to indicate 
the directions of theoretical extension and more precise modern applicabi- 
lity of the concepts Lenin developed. 

Kitty Menon's piece is concerned precisely with this problem, which 
gives ita particular interest. But Menon's article while interesting, lacks 
the carefulness of Bagchi's presentation and contains a number of sweeping 
statements which are difficult to sustain. These tend to vitiate the impact 
of her argument which is essentially plausible. Menon presents a short 
and informative summary of the behaviour of TNCs in the late 1970s and 
the impact of inter-imperialist rivalry on the emergence of Japan as a 
major economic power. The sections on the impact of TNCs on Third 
World economies however contain some difficulties. There isno doubt 
that TNC transfer pricing policies discriminate against host countries' 
products, but itis not inevitably the case that these “only deepen the 
indebtedness of these countries". But Menon appears to have a schizophre- 
nic attitude to TNC investment : having pointed out the evils and dangers 
of such investment in LDCs, she then castigates TNCs for not investing 
more elsewhere thus “they are completely ignoring a large group of the 
poorest and least developed countries on the continent (Africa), so that 
80 per cent of their investments go to just about 15 countries." (p. 79) 
and "the lion's share of investments continues to go to the developed 
capitalist countries" (p. 81). 

To an extent such schizophrenia is inevitable, given the constraints 
put on developing countries’ investible resources—thus Kenneth Kaunda 


of Zambia once remarked ruefully that in Africa “the only thing worse | 


than being exploited by a multinational is not being exploited by a multi- 
national". The point to recognize is that the system of international trade 
and finance prevailing in an era of imperialism may render the options to 
an individual developing country painfully small, so that specific examples 
of inequity in particular decisions are not of as much importance as the 
operation of an overall system which loads the dice economically against 
the poorer countries. Also, TNC investment, though important, is only 
one aspect of imperialist domination: other reasons to control economic 
territory (such as the importance of raw materials and other primary pro- 
ducts) and other vents for surplus capital as in international private qanks 
lending are major features to be considered. 

One significant problem is that оГ situating the Soviet Union, China 
and other Socialist countries in the international economy. How dose one 
analyse capital exports to and multinational investment in such countries ? 
Menon’s implicit presumption is that the Soviet Union somehow deals with 
such investment in a more successful way than Third World countries, 
being effectively an equal partner. But there are prodlems with such an 
understanding, which may prevent a clear look into the mechanics of TNC 
investment in those regions. A major conceptual difficulty with, such 
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analyses of the international context is how to incorporate the Socialist 
bloc in the framework of international capital flows. Merely reiterating that 
workers in these countries are not subject to capitalist exploitation does 
not give us insight into the nature of unequal trade dependencies that 
may be forming ; nor does it render an adequate account of international 
politics. : 

Two papers by Amit Bhaduri and Amal Samyal present somewhat 
divergent views on the nature of finance capital. Bhaduri's crisply written 
piece argues that a major development of recent times is the relative auto- 
nomy ofthe 'financial obigarchy', which renders obsolete the classical 
Leninist understanding of imperialism as the combined expanding opera- 
tion of industrial and financial capital of nation states. The recent massive 
growth of multinational banking (which had been largely ignored by Kitty 
Menon) is given particular prominence in this view as a force more inde- 
pendent of industry which also transcends national boundaries. Bhaduri 
views this as an analytical challenge to Marxists, However, Amal Sanyal 
suggests that this view of resurgent autonomous finance capital implies 
that at some time in the past finance was subordinated to industry. Ву 
‘contrast he argues that throughout this century states have been ruled by 
а fusion of large industrial and financial interests. Also, the recent trend 
of high interest rates does not represent subjugation of industry by finance, 
but subjugation of smallar industrial interests by large financial and indus- 
trial capital. 

In this context another point (not raised by Sanyal) could be made 
against positing the emergence of a supra-national banking capital. Multi- 
national banks, like TNCs, remain essentially national in spite of their 
vast worldwide operations, The recent rapid growth of Japanese banks‘ 


and the fierce competition between them and the large American banks 
that they have superseded testify to the fact that even international bank- 
ing operations reflect imperialist rivalries and are closely tied to the con- 
flicts between different national industrial capitals. 

Sunanda Sen picks up another aspect of the hegemony of the 
international financial oligarchy: the close integration of the major 
capitalist countries vis-a-vis the control of multilateral financing institu- 
tions, and the adverse implications this has for multilateral lending to 
Third World countries. She points out that in spite o1 the severe compe- 
tition between them in production and trade, the developed capitalist 
nations tend to act as a common interest group pursuing particular goals 
in terms of determining the policies of the IMF, World Bank, etc This 
leads to a disproportionate share of loans going to rich countries, and the 
imposition of a particular type of policy conditionality on poor developing 
countries which seek loans from these bodies, 

Anil Rawat provides on extremely interesting account of economic 
relations between Japan and the US as an example of imperialist rivalry. 
This highlights a number of features of trade and investment—and in 
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particular certain ‘commodity wars’ such as the conflict over Japanese 
automobile exports to the U.S. It would have been useful if the recent 
divergent economic policies in the two countries had also been brought, 
into the analysis, as such policies now play a major zole in determining the 
structural position of economies and their inter-relations (thus Japan as 
surplus—saver investing in the deficit-spending U.S.). 

Sukhamoy Chakravarty’s article goes back to broader issues. A 
major contribution of the paper is the attention that is given to the 
literature on “long waves" and its applicabillity to the present world con- 
juncture. Chakravarty brings to notice the important works of the Dutch 
economist van Gelderen who wrote on the subject early in thecentury. Van 
Gelderen's work is significant because he posited an internal explanation 
for long cyclical upswings and downswings. The end of a boom comes 
because of saturation ofthe export markets ofthe industrial capitalist 
countries, as well as the fact that the production of raw materials cannot 
keep pace with that of finished products. Such an explanation receives 
some support from the capitalist experience of the 1970s, when the shocks 
administered by primary commodity prices (in particular oil) led to a 
period of stagflationary crisis in the developed capitalist world. Chakravarty 
sounds a note of caution against using the thory of "long waves’ to expect 
an automatic recovery after the slump; however, he points out that 
different cycles are never the same in real time, and long term mutations 
may take place in the character of the economic system which can alter 
the course of future dynamics. 

The paper by Prabhat Patnaik is concerned with the nature of 
present international economic problems. Patnaik dates the current crisis 
from the early 1970s—the collapse of the Bretton Woods Agreement— and 
describes it in terms offour main features. These are the sharp drop in 
the average rate of growth of advanced capitalist countries, the massive . 
increase in unemployment in these countries, the high rates of inflation 
experienced in the 1970s, and the uncertain balance of payments situation 
of the major advanced capitalist countries. Except for the third feature, 
all of these are equally valid in the mid-1980s, and it could be argued that 
the control of inflation itself is related to the collapse of primary com- . 
modity prices worldwide. l 

Patnaik describes the objective basis of this crisis as the failure of 
Keynesian type demand management policies to maintain stable growth 
because of the inflationary costpush pressures which accompany growth. 
Although he rejects the “long wave” hypotheses (p 195) it is interesting 
that he also ascribes an important role to the behaviour of primary com- 
modity prices and the control over raw material sources, similar to the 
argument of van Gelderen as quoted by Chakravarty. Patnaik points out 
that the active role of the state іп postwar capitalist economies sufficed to 
account for the problem of markets which confronts capitalist expansion. 
However the-resultant growth contained the seeds of future contradictions, 
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The increase in the share of surplus through widening profit margins meant 
relative losses for both workers in industrial countries and primary com- 
modity producers. The international dominance of the U.S. under the 
Bretton Woods system also led to mistrust of other developed nations, and 
the build up of U.S. deficits ultimately led to a collapse of confidence in 
the dollar, which was the lynchpin of the system. Тһе crisis which erupted 
in the 1970s was sought to be controlled through controlling costs; through 
*disciplining" labour by allowing an expansion in the reserve army of 
unemployed, and by attempting to keep down raw material prices. But 
this has only been possible through а suppression of overall growth rates. 
Where growth has been stimulated (eg the U.S.) it has largely been the 
result of deficits created by state military expenditure; in this context, 
Patnaik tellingly argues that such a policy only exposes the dangers of 
precipitating sectoral inflation which may spread to the rest of the 
economy. 

А major conclusion from Patnaik's article is that the "control over 
economic territory"—effectively the access to Third World countries as 
sources of raw materials and markets become a crucial plank for a 
systematic and sustained growth in the industrial capitalist countries. But 
such control is increasingly difficult, and is also dependent on the nature 
of national and international politics— and this makes the present dilemma 
of imperialist countries a particularly thorny one. 

A number of papers devoted to the critical appraisal of some other 
recent theories claiming a broadly Marxist tradition are among the most 
valuable in the volume. Utsa Patnaik identifies a number of “circula- 
tionist" theories—of Wallesterin, Gunder Frank and Samir Amin—and 
traces their intellectual origin to Paul Sweezy's “original біп” of identifying 
capitalism in terms of production for the market and exchange rather 
than in terms of the social relations of production. Krishna Bharadwaj 
deals with the theory of “unequal exchange" proposed by Arghiri Emmanuel. 
Differences in wages across countries are the primary and sufficient cause 
for “unequal exchange" in this view, іп which the low-wage (poor) country 
sells products embodying more surplus value in exchange for those 
embodying less, thus creating a net transfer of surplus value to the high- 
wage (rich) country. Bharadwaj points out the logical fallacies of the 
argument, as wellas the falsehood of the assumption that wage differe- 
nces can exist with free mobility of capital as long as labour is immobile. 
Also, by ignoring the specific production relations in the various trading 
economies (and treating them all as uniformly ‘capitalist’?) Emmanuel puts 
the entire burden of explanation on exchange relations, which lead him to 
erroneous results. 

The paper by C.P. Chandrashekhar takes up the “Starnberg Group's" 
theory of industrial relocation. This theory suggests that technological 
dynamism in advanced countries (which have lowered the skill content of 
each element of the industrial labour process) and the integration: of 
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underdeveloped countries with a huge reservoir of cheap labour, have 
resulted in a shift in the location of investments which is creating a new 
international division of labour. Chandrashekhar argues that this is 
essentially only a possibility rather than a generalized global tendency; and 
furthermore the very possibility of this tendency results in enbanced 
international economie conflict, measures for protection, etc, which then ' 
curtail the operation of this tendency. 

The papers by C.P. Bhambhri, EMS Namboodiripad and В.Т. 
Ranadive deal essentially with the political aspects of imperialism. While 
each makes some individually valid points, together they raise, once again, 
the problem of treating the Socialist bloc as ап entity which has transcen- ` 
ded the problems of prevailing international trading and financial patterns, 
and exist for Third world countries largely as friendly and fraternal givers 
of desperately required aid. It could be argued that these contributions 
are also overly optimistic about the progressive nature of all post-indepen- 
dence governments in Asia, África and Latin America—many of which 
are repressive and autocratic regimes heavily dependent for their survival 
on economic and military support from the Western powers. Тһе unusual 
complexity of international political and economic relations does not 
emerge from these contributions, although the major negative features of 
the political hegemony of western imperialism is sufficiently highlighted. 

From what has already been stated it would be apparent tbat this 
volume is an extremly varied, interesting and occasionally rich collection 
which provides insights into many basic issues of the world economy today 
and an analytical framework in which to in corporate these insights. It 
could be that the ultimate test of a book is the number of questions it - 
raises inthe reader’s mind. In that context, this volume is particularly 
stimulating. Thus certain other questions emerge which could perhaps 
also have been fruitfully dealt with in this book, such as the role of newly- 
industrialising countries in adapting to and even becoming competitors of 
established imperialist industrial nations; the impact of state policies to 
circumscribe or substitute TNC domination in a number of Third-World 
countries; the nature of the links of domestic capitalists in Third World 
countries with their counterparts in the developed world; the varying 
bases, as well as impact of the transactions of the Socialist bloc with the 
Third World countries. 


JAYATI GHOSH, 
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INDIAN: planning? ‘began. with. the laudable objective, of bringing about 
an institutional. .transformation of the. economy, in the direction of socialism, 
through. providing , “land to the filler", and ensuring that key means of 
production are “socially-owned : and. controlled for the benefit of society 
asa whole". The actual institutional transformation that has taken place, 
however, ‘has consisted of an overall, privatisation of the economy, a streng- 
thening ; ;of. exclusive, proprietarial rights in, the „place оғ customary ties 
owing to. the growth of market transactions, and a consolidation of the 
position of those who already had sufficient command over, resources 10 
start with,; The:record,, of development. .that we have. had is symptomatic 
Of ithis; institutionalivtrarisformation:- that has occurred i іп. -practice :-on. the 
опе, hand; the, growth in the.iproportion -of;agricultural :labourers and 
‘marginal fariners” іп the-work-force,.as well as the increasing. “casualisa- 
tion-of such labourers, has: meant:that over half.the country’s total popu- 
lation ekes out a living that is both abysmally. low запа precariously 
uncertain; on the other hand, a tiny minority consisting of the top decile 
or so of the population has cornered for itself the substantially increased 
economic surplus as a proportion of national income. 

This contrast between the proposed objective and the actual expe- 
rience of institutional transformation in the economy is the theme of the 
lead article by Professor C.T. Kurien in the current issue of Social Scientist. 
The author underscores the dialectical relationship that exists between pro- 
perty relations in an economy and its planning process. Property relations 
are not some sort of a separately-existing, independent entity which can 
be forgotten for a while, to be taken up for appropriate rectification later, 
while planning gets busy with the task of promoting “growth” in the 
interim. On the contrary, if planning does not consciously shape property 

-relations to start with, then these relations, themselves getting transformed 
and crystalised during the growth-process in a manner which runs counter 
to the plan objective, come to shape the process of planning itself. The 
author locates the New Economic Policy as an illustration of the manner 
in which the changing institutional structure of the economy has come to 
shape the planning process itself. As we complete forty years of indepen- 
dence, this is a phenomenon we would do well to ponder over. 

Combining agricultural labourers together with the broad masses of 
the peasantry in a joint struggle for agrarian transformation poses exceed- 
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ingly complex strategic and tactical problems. True, their interests may 
converge ог at any rate not be conflicting on the basic question of land 
redistribution in an anti-landlord struggle. But this basic question itself 
can соте on the agenda only at the culmination of a series of transitional 
struggles, and these, differing іп content for the different strata, could well 
end up being at cross purposes. For instance, an obvious transition! demand, 
that draws labourers into struggle, centres on the question of wages, where 
their interests conflict not only with those of the landlords, but even with 
those of large sections of peasantry which hire labour, at any rate in peak 
Seasons. Thus, combining’ different streanis! of struggle' to build a: joint 
front of peasants and labourers’ ‘demands a gréat deal of skill and maturity, 
Debjani Sengupta’ s paper on the Khet Majoor movement in West Bengal 
is interesting in this context. It tinderséores the fact’ that such a combina: 
tión of different streams of struggle is possible in practice, of particular 
significance 1 is her observation that. the kisan movement’ s ‘earlier: struggle 
on peasant demands, ‘such as procurement, prices, enabled it td’ intervene 
successfully i in weaning this peasantry away Arom the camp: of landlords on 
the wage ‘question, ^" © TC- Ё ыды ee a 


э "'PiHaly we ‘publish á piece by ‘Asha Kanwar: which is both an 
obituary’ on'Arnold Kettle, the well-known: British Marxist literary. critic 


and scholar who passed away recently, as well as an account of an- interview 
given by-him to the author. ! This, being perhaps one of the last interviews 
given.by. Kettle, and ranging over: a wide array of topia should be of 
particular: merest to our readers: 200202 osdi ovt: Қате 
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Ше e ot LUN phone cus TIME ааа 


PLANNING AS an’ attempt to diréct ап есопоту to achieve some 
specified objectives has two major components. The first consists of the 
efforts to determine the level of investment and its allocation into the 
different séctors of the economy, setting of targets of output for the sectors, 
ensuring inter-sectorál balances, ' including balance between the domestic ' 
and external sectors іп the case of an open economy, the determination: of 
corresponding prices, étc. Quite rightly these are the’ issues that attract 
most attention іп planning models, and to some extent in planning 
processes as wéll when they: deal with а short ‘period of one year, or 
even of the standard five year planning period. But when planning is 
considered, as a process over ‘time, , more than these issues have to be taken 
into account. This is particularly so when planning is thought of as a 
means to bring about what is generally recognised ав “development”. 
Economic. development, as a writer commenting on the role of plan models 
for dévelopment puts it, "takes ‘place within a social framework of political: 
and historical conditions and a regime of institutions". 1 Another prácti: 
tioner of planning elaborates it thus : “Planning is not merely an exercise 
in economics, but also in sociology and politics. Any plan worth its name 
has to be a socio-political document. A plan is not merely an allocation 
of resources; it must recommend appropriate ‘policies which need to be 
pursued and institutions-which must be-built up:so that. the planned invest- 
ment : programme yields ‘expected. results.’**: In fact, whether in the short-. 
run^or in the long-run, planning always.’ takes place within an'institutional 
milieu, : In the:short-run it may be possible to ignore this aspect or assume 
it to be one of the invariant. “givens”, and thus to concentrate on.what 
may be called “the commodity flow. component” of planning. In the long- 
run, however, this is.not possible because the institutional milieu undergoes 
change overtime which: may (have considerable bearing on the planning 
process»! Or, as the Indian' Second Five -Year Plan document explicitly. 
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stated it, one of the objectives of planning itself may be to change the 
institutional milieu. Thus, there is a dialectical relationship between 
planning and the “regime of institutions" within which it takes place. This 
is the second component of planning. 
. For understandable reasons within India and elsewhere this second 
component of planning has not received the kind of attention it deserves. 
The purpose of this paper is to examine some aspects—only some very 
limited aspects ofa vast and, .complex area—of the institutional dimensions 
and implications of planning i in India. ; Й et 
In this regard there'-is a^ problem’ that one ‘confronts at the very 
outset. In view of the variety of institutions and the intricate manner in 
which they permeate the planning process, it is not easy to make a choice of . 
institutions for treatment. It is, therefore, necessary to resort to something 
of an indirect procedure. Afterall, our concern with institutions is not 
for their own.sake ; we are using them: as a means to understand. the nature. 
of economic and, Socio-economic processes: not readily. grasped. through, а: 
теге commodity. flow approach. Hence we shall concentrate on three, 
basic.aspects of. the socio-economic processes in a planned economy. Of 
these, the first will be the. manner in which people: make. a. living for. it, is, 
this aspect; which provides, the clearest.,profiles.of socio-economic processes, 
and.is also the most. institutionally embedded. Secondly, we shall examine, 
the, modes of the generation and appropriation of surplus in the economy 
as these determine the growth and transformation of the. economy over 
time and also reveal a great deal of the institutional milieu of the economy. 
Thirdly, we shall make an assessment of the State as the State is the leading 
institution even’ in’ the kind of the less than Comprehensive planning that, 
has been going on in india. ! 6 
These. ‘three aspects are dealt with in Part П of the paper. . In Part 
Iir. we; attempt an overall interpretation of the institutional transformation, 
of фе Indian economy based on, the treatment in Part. I. 
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Modes. of living, of. the people. ot 
The modes of: living of the people аге: codd ‚Буа amber of : 
features'such as..occupations, levels .of income, location; of:activity:andi 
living; etc: “We shall. take up a few. of these, which, taken together, will; 
provide an impressionistic accounti of the ways: in which people make; a: i 
living.» > box 2 
Of these, occupations which indicate what people. dó.fot. ailiving are: 
the most important. Тһе decennial-censuses. ofIndia.caánvass, information: 
où: what соте to:be reported as: the distribution of workers, bycindustriah 
categories.’ Full information on this.aspect:relating to tlie 1981 census ћаѕ; 
not yet become available, However, an official publication presents the 
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Кеу ‘population statistics based on a 5 per cent sample data,‘ and the 
occupational characteristics of the popiilation fer 1981 аге noted in Table 
1 below taken from that document. att 


OE Авба. os is 
5 2-4 274 го" TABLE [ 0: ee 
PERCENTAGE DISTRIBUTION ОР WORKERS BY’ 
INDUSTRIAL CATEGORIES, 1981 


The 





o dndustrial > - .. ; 222 Total Workers 
. calegory 32207 e 07s Persons: Males Females 
“Tota -o sa 275 10000 10000. 100:00 
:.:Cultivators .- S0 0s у,42.06 е . 43.66 ; 37.50. 
^ agricultural labourers -< « — 24262. "19:83 44.79 
Bd Livestock, forestry, ^ 7 o n EE Nag . 
. fishing, hunting and. | — ^'^ 
.plantations, orchard — | 
and allied activities 2.02 237: 1.79 
- Mining:and:quarrying: a 0.52 2.0.65. — 0.27 
i Manufacturing; proces- ) г 4 
7% sing, servicing ала i‘ 
repairs wire Nu 
Householdindustty © | 3510 3.18 4.44 
Other than household: 2 
industry — . . 7.37 8.85 3.14. 
"Construction l 52 Ler 0.68 
| Trade and.commerce 2222544 728 . 1:75 
:.¥"Bransport, storage amd |, 2,2... 2. 
; communications - gt SOLO 27220 0.29. 
-i-::Otlier services NET &I4 9:12 5.35: 





Source : : Registrar General & Census Commissioner, India : ; Census of India, 1981, 
- Series-l India, Paper 2 of 1983 "Key. Populatión "Statistics based on. 5 per 


cent Sample Data (Table 16): * 

. Seyeral things сап be read off the fable. Thus, ee still 
provides occupation for over 68 per cent of the work force (for over 63 per 
cent of. the males and for over 82 per cent. of.the females) of which close 
to 40. per.cent ате. agricultural labourers, i.e., those who make the major 
part. of.their earnings as wage workers ‘on other people’s land (31 per cent 
among.males,-but close to 55 per cent among, females). If the first four 
occupations: in the table are treated as constituting the primary sector, 
over 70. per cent of the work. force belong to that sector, The manufactur- 
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ing sector accounts for only less then 11 per cent of the work force and if 
construction ,is added to it to constitute the secondary sector, its claim is 
only a little over 12 per cent, of which around 30 per cent belongs to the 
(traditional) household sector. Clubbing occupations 6 to 9 together as 
the tertiary sector, its claim of the work force is about 17 per cent. The 
occupational patterns. would also indicate that. some 75 per cent of the 
Work force is engaged in rural activities. . 

x One of the striking and surprising aspects of Indian development .. `- 
over time has been tlie" ;stubborn stability of the occupational structure for 
оуег a century. ‘For ‘instance, according toa recent estimate, during the 
long period from the end of the 19th century till about 1971, the agricul- 
tural sector, broddly defined, accounted for around 72 per "cent of the 
labour force, the” manufacturing sector about 12 per cent and tlie service 
sector about 16 per'cent showing only minor decadal variations in between.’ 
The census figures for 1981 would seem to indicate that some changes may 
have come about recently, reducing the share of workers in agriculture and 
marginally raising the share in both the industrial and service sectors. 
Whether this is a departure from past trends or a mere decadal variation 
is too soon to say: T TE 2275; 

' But there is one aspect of the occupational structure. where the break 
from past stability has been unambiguously established. For the period 
from 1901 to 1961 cultivators accounted for about 53 per cent and agricul- 
turallabourers between 14 and 17 percent. There was a very drastic 
change in this composition in the decade of the sixties. Тһе: share of 
cultivators came down from 52.3-per cent in 1961 to 42.9 per cent in 1971 
while that of agricultural labourers increased from 17.2 per cent to 26.9 
per cent which has continued through the seventies as well. 

This change is indicative ofa major institutional shift in the economy, 
from workers depending substantially on their own resources for making a 
living to workers depending or having to depend оп other people to use 
their labour power. At the time of the preparation of the Second Five Year 
Plan, Professor P.C. Mahalanobis who many consider to be.the architect of 
that Plan had characterised the Indian economy as "basically one of .small 
household units ofproduction" with most enterprises being “run by self- 
employed persons". l This continues, to be so, even today to a large extent 
with "self-employed" farmers and traders and household ' production units 
in industry being the dominant pattern. But the’ sharp increase in the 
number and percentage of agricultural labourers who have to work for 
others to, earn a/living -has introduced а perceptible change in the pattern, 
This has happened not only in agriculture. Information gathered and 
made available. by the National Sample Survey Organisation indicates that 
rural labour households as a percentage of rural households increased from 
about 25 per cent in 1964-65 to 30 per cent in 1974-75 and 37 per cent in 

1977-78. Similarly, those reporting their status as “employees” rose from 
31 per cent іп 1958-59 to 34 per cent in 1972-73 and to 35 per cent in 
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1977-78. Further, within the class of wage labourers, the proportion 
reporting casuallabour as distinct from regular wage or salaried employ- 
ment has also risen. Among males, casual wage labourers accounted for 
65 per cent of wage labourers in 1972-73 whieh went up to 72.7 per cent in 
1983-84 while among females-the proportion iporeased from 88.5 to 91.6 
per cent during the same period. 
l A related phenomenon has been the ders iñ if the employment in 
г household industries. ` Household: industries ` ‘accounted for as high as 55.1 
per cent of workers in tie manufacturing- sector. in 1961, but by 1981 the 
ipercentage came down to 322. Asa percentage of total ‘non-agricultural 
‘employment the share of household industries declined from 17.3 to 10.7 
' during the same two decades.’ 
That i in a predominantly , agrarian ` ecónomy the kind, of re 
referred to above are related to the ownership and: control i over land is 
obvious. Radical land.reform was one of the pronouiiced aspirations during 
the freedom movement and one aspect ofvit, the abolition of the zamindari 
systemt of intermediaries, was achievéd fairly soon after independence. But 
a series of legislation passed to impose; ' ceilings on the ownership of land 
and the many, recommendations for. the, consolidation of holdings have 
hardly been- implemented. ^ One’ major conséquence of this has been a 
marked increase in tiny holdings. Table 2 “brings. together information 
available on pattern of ownership holdings of larid i in the rural areas of 
the country from the early fifties to the early eighties. based on data suppl: 
ed-by the National: Sample Survey Organisation. - ME M 
| - . The table shows that in 1953-54 :about 23° per cent of the. aral 
households had no land at all, but that thè proportion of the landless came 
down to a little over -b1 ‘per cent þy-. 1961-62; and: has remained about the 
same in 1982 as well. The ` sharp fall in the proportion of landless house- 
holds from 1953-54 to 196 1-62 is largely the result of change in'the 
definition of ownership between these twó rounds of the National Sample 
Survey because while iri the former -a -plot of land was. considered to be 
owned Љута. -household : only if jt had, а right. of permanent “heritable 
possession, in the latter in addition to it land held under grant,.lease or 
assignment by government on long-term basis was also treated as owned 
by holder. The latter definition has continued since then. : 
| “Тһе table also shows that the proportion of “marginal farmers” 
(with land: size up to 1:01 ha.) increased.from: 38.15 per cent of ‘households 
(61 24 per cent minus 23.09 per cent) i іп- 1953-54 to 54.38 рег cent (66.06 
per cent minus 11.68 per cent) in 1961-62.: Some of those shown as land- 
less in 1953-54 must have become owners of land in 1961-62 because of 
the change i in the definition. But other factors must have been-i in play also. 
Anyway, Table 2 shows that even-in 1982 'over 55 per cent of rural house- 
holds іп India.own only опе hectare ог, less of land although there has 
been some increase in the proportion of land owned by them. 

Information is also available in respect to operational holdings which 
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is perhaps more directly related to cultivation. But comparative data are 
available only for a more limited period, 1970-71 to 1980-81 based on the 
Agricultural Census. Marginal holdings (below 1 ha.) accounted for 50 
per cent of all holdings in 1970-71, 54.5 рег cent іп 1976-77 and 56.5 per 

- cent in 1980-81, thus showing that there is not much of a difference between 
ownership holdings and operational holdings. Both would' indicate that a 
process of “marginalisation” has been going on. А writer sums it up thus 
basing himsclf on what the даға оп operational holdings reveal: “А 
significant feature which is apparent...is the phenomenal increase in the 
nümber of marginal operational holdings from 36.20 million in 1970-71 to 
50.52 million in 1980-81. Of course, distribution of ceiling surplus land to 
3.24 million beneficiaries has to be accounted for in this figure. Even 
deducting the nurnber.of 3.24 million new beneficiary marginal landholders 
the net figure would bé 47.28 million - an increase of 11.08 million over 10 
years. It means that on ап average -1.1 million marginal holdings are 
coming into existence annually. The annual rate of marginalisation was 
3.98 per cent or 4 per cent which was significantly higher than the 1.9 per 
cent annual rate of growth of rural population between 1971 and 1981. 
It, perhaps, indicates that marginalisation was more due to immiserisation 
rather than normal devolution of property."? 

We can now sum up the picture emerging from these data pertaining 
to different aspects of the modes of living of the people of India. About 
half of the cultivators who constitute 42 per cent of the work force operate 
less than one hectare of land -and must make a living substantially from 
what it would yield. 25 per cent of the work force consists of agricultural 
labourers with little assurance of daily work and with work opportunities 
limited to the seasonal variations in agriculture. The number and propor- 
tion of wage workers is increasing, but wage labour is primarily of a 
casual nature. All told at least 50 per cent of the members of the work 
force and their families, and thus of the total population, must be conside- 
red to be in a situation where the level of their living must be abysmally 
low and their mode of living highly insecure and precarious. 


Modes of Generation and: Appropriation of Surplus. ^ 

The per capita income in India is one of the lowest in the world. But 
India ranks among the ‘countries in the world with a high level of the 
rate of national savings. There is something of a paradox - here which ‘we 
shall probe into. : 

When planned economic development was initiated in India in the 
early fifties one of the major constraints recognised was the low level of 
domestic savings. The theoretical literature оп development had also 
suggested at that time that the process of development consisted of an 
economy attaining something like 12 per cent of GDP as savings wben it 
could be considered ready for take off into self sustained growth. Since 
the performance of the Indian economy was below tbis level, the First Five 
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Year Plan's long-term development. strategy was to raise the marginal rate 
of savings to 50 per cent by the mid seventies so that the average rate of 
“ savings would turn out to be 15 per cent of GDP which was considered to 
* be a Herculean task. 

But what was thought difficult, if not oer was achieved’ ait 
effortlessly. By the mid seventies the rate of savings crossed 20 per cent 
and reached the -record level of close to 25 per centin 1978-79. It has 
-come down a little subsequently and the Seventh Plan document estimated 
it to be 23.1 per cent in 1984-85 to be raised to 24.3 per cent by 1989-90. 

Some institutional aspects relating to this growth have been recently 

- Studied by a-high level committee of the Reserve Bank of India, the Com- 
‘mittee to Review the Working of the Monetary System, also known as the 
Chakravarty Committee (after its Chairman Prof. Sukhamoy Chakravarty). 
' According to the Report of the Committee the main features of the modes 
- of generation and appropriation of savings in the economy have been the ~ 
~ following : 
12. (i) The sectoral compatition of domestic savings has not chan iged 
- ‘much. . The household sector which accounts for the bulk of national say- 
‘ings accounted for 73.7 per cent in 1950-51 which went up to 74.3 per ‘cent: 
in 1983-84, Іп fact all through this period the household sector-accounted 
- for more than 70 per cent of domestic savings, except in the early sixties 
and the early eighties when it was marginally below 70 per cent. The 
Share of the public sector increased marginally from 17.2 per cent in 
: 1950-51 -to 18.0 percent in 1983-84 and that of the corporate. sector 
declined from 9.1 per cent to 7.7 per cent. 

(ii). There has however, been a marked shift in the ‘composition of 

! savings of the household sector. Physical assets constituted 63.6- рег cent 
‘of the savings of the household sector during the First Plan period with | 

і financial assets constituting the rest, i.e., 36.4 per cent. Ву 1983- 847” 
physical asset component of household savings had come down to 45.9 рег 
cent; with financial assets correspondingly going up to 54.1 per cent. - 

(ii) There has been a shift in the manner in which the household 
sector has been holding its net financial savings. The banking sector 
improved its share of the net financial savings of the household from 24 per 

.. Cent іп һе first half of the fifties to 57 per cent in the latter half of the 
‘seventies, but subsequently it came down to 33 per cent in 1981-82. In 
‘contrast, the share of thc private corporate sector in the. net financial 
savings of households declined from 31 per cent to 16 per cent during the 
same.period. The government's share was 26 per cent both in the early 
fifties and in 1981-82 although in the early sixties it had come down to 10 
per cent. The.shifts seem to indicate the preference of the household 

sector for liquid and risk-free investments. 

(iv) “Тһе nature, composition and growth of financial assets or claims ў 
indicate the sophistication, development and growth of ће financial system 

- and hence the overall financial development of the economy." The salient 
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features of this development are : 

--Тһе financial structure has grown more rapidly than national 
income. 

—-The ratio of financial claims to net capital formation increased over 
the years in the process of development. 

— The increase in the relative size of the financial structure to the rea] 
structure (physical assets) is an. indication of the greater degree of 
separation of the functioning of saving and investment among 
different units. 

— There has been a marked rise in the institutionalisation of saving 
as evidenced by increasing ownership of financial assets in the 
economy. қ 

—The share of the banking system and other financial institutions 
taken together in the total financial claims has increased gradually 
over the years. 

—The share of the government sector in the disposition of domestic 
saving has substantially increased. 

These are matters that represent very striking institutional changes іп” 
the economy and can have a bearing on the future patterns of growth and 
development of the economy and hence deserve special attention. However 
the picture that they present is very different. from what was seen in the 
previous section. The growth, diversification and sophistication seen in the 
pattern of surplus generation and utilisation stands in sharp contrast to the 
marginalisation noted in terms of the modes of living of the majority of 
the population. This is the paradox we referred to at the beginning of 
this section. f : 

- The paradox will be resolved to some extent if we look into a crucial 
question relating to savings of the economy which the ; Chakravarty 
Committee did not examine. If the household sector accounts for almost 
three fourths of domestic savings, what porportion of the households in 
the economy account for these savings 7 Іп fact this question has not so 
far received the attention it deserves and there are no official estimates for 
the economy as a whole. But some indirect inferences are possible. It is 
admitted that even according to official estimates around 40 per cent of the 
population comes below the poverty line, and it may be reasonable to 
assume that another 20 or even 30 per cent of the population can only be 
marginally above the poverty line. On this basis it may not be wrong to 
infer that some 70 or 75 per cent of the population—and hence of house- 
holds too—may not be savers at all, or at least do not make any major 
contribution to what is represented as the savings of the household sector. 

/ The evidence available from a country-wide sample survey conducted in 
+ 1975-76 by the National Council of Applied Economic Research lends 
support to these speculations. According to the survey, the share tof the 
bottom 70 per cent of the households was only a little over 6 per cent, 
while that of the top 10 per cent was about 68 per cent and of the top 5 
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per cent alone, 50 per cent of the savings of the household soctor.? Hence 
it is possible that what is described as change in the character of savings 
in the economy, its growth, diversification and sophistication, may refer to 
what is happening to a tiny, but affluent segment of the economy. If so, 

the paradox we noted is simply the coexistence of poverty and affluence 
which is very mucha typical feature of the economy. This isa. very 
pertinent factor in understanding the institutional transformation of the 
economy, and we shall have to return to it at a later stage. For the moment 
we shall turn to the third aspect of the institutions transformation of the 
economy, viz., the role of the State. 


The State 


That the State and.the public sector play an important role in the 
development of the Indian eeonomy is well known. In fact, there is à sense 


in which the State can be said to be steering the pfocesses of economic. 
transformation. During the. days ofthe freedom struggle it was known - 


that political independence would only be a prelude to the real freedom of 


the people which could be achieved only through economic growth and . 


tránsformation and that the State in independent India would become an 


active agent and promoter of that process. The Constitution gave the State .- 
the responsibility “to promote the welfare of the people: by securing and. 
protecting.as effectively as it may a social order in which justice, social, 


economic, and political, shall inform all the institutions of the national 
life". This noble intention. of establishing a social order informed by 
justice in all spheres was to be operationalised through a "mixed economy” 
in which both the private and public sectors would have their legitimate 
roles. Тһе public sector, quantitatively.less important than the private 
sector in many respects was, nevertheless, assigned а prominent and key 
role in the context of planned economic development. The direction of 
development" and to a large extent the pace of development were to be set 
by the public sector. 

As in the case of domestic savings, one of tlie most striking aspects 
of the Indian economy has been the growth of the public economy. The 
share of the public sector in gross domestic product which- was only of the 
order of 8.5 per cent during the First Five Year Plan period is now close to 
25 per cent. Its share in gross domestic capital formation has shown an even 
more spectacular increase, from less than 15 рег cent during the First Five 
Year Plan period to almost 50 per cent in 1982-83 and around 46 per cent 
now. А more detailed breakdown will show that the strategic role of the 
public sector is even more than what these figures might indicate. While 

‘the share of the public sector in agricultural output is as low as 2,7 per cent 
(which toalarge extentis responsible for its share in GDP being only 
around 25 per cent) in mining and quarying itis almost 93 per cent, in 
manufacturing about 20 per cent, in infrastructure over 70 per cent, 
including 100 per cent in railways and in communications, 94 per cent in 
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electricity, gas and water and 86 per cent in banking. In terms of capital 
formation the share of the public sector in diffcrent sectors of the economy 
is even more prominent.. The public sector accounts for over 35 per cent 
of gross capital formation in agriculture, 40 per cent in manufacturing and 
close to 80 per cent in infrastructure. 

But it has been noted already that іп spite of this phenomenal in- 
crease in the share ofthe public sector both in domestic product and 
capital formation, its share in savings has remained virtually stagnant over 
the past three decades, moving up only from 17.2 per cent in 1950-51 to 
18.0 рег cent in 1983-84 with the highest ever share achieved being 22.3 
per cent in 1981-82. This state of affairs immediately raises questions 
‘about the pattern of the transfer of resources from the rest of the economy 
to the public sector and from the public sector back to the rest of the 
economy. This aspect has come up for some detailed discussion during the 
past couple of years partly because , the Chakravarty Committee has paid 
some attention to it, partly also because the Central Government brought 
out an important document on Long Term Fiscal Policy (LTFP) in 
December 1985 reviewing the past and indicating guidelines for the 
future. : 

Тһе reviews in this regard go back to the early seventies and hence we 
shall follow the same procedure. Measured in terms of the total expendi- 
ture of the Central and state governments, the public economy of India has 
increased almost seven-fold from 1970-71 to 1983-84, with its sharein GDP 
increasing from 22.1 per cent to 31.1 per cent. It will be useful to compare 
this increase in expenditure with measures adopted to finance them. Here 
we confine eurselves to the fiscal aspects of the Central Government because 
data are more readily available in respect of the Central Government. 

Table 3 gives data relating to the revenue receipts and non-plan 
revenue expenditure of the Central Government from 1971-72 to 1984-85. 
It shows that while current revenues (tax and non-tax) have stagnated 
around 10.5 percent of GDP since the mid seventies, non-plan revenue 
expenditures have grown from 8 per cent of GDP in the first half of the 
seventies to nearly 11 per cent in 1984-85. This means that the centre’s 
balance from current revenue (BCR) has declined from an average of 1.3 
per cent of GDP in the seventies to 0.7 per cent in the Sixth Plan period. 
The fall is seen to be much sharper if year-wise information is looked at, 
which shows a drop in BCR from a peak of 2 per cent of GDP in 1978-79 
to only 0.3 in 1984-85. Indeed from 1985-86 the BCR has turned out to 
be negative indicating that the revenue account, instead of producing a 
surplus to finance partially at least the capital account, has been showing a 
deficit. 

The erosion in BCR has meant that for financing the plans the 
government has had to rely increasingly on borrowings. Domestic borrow- 
ing by the Central Government which constituted 2.5 per cent of GDP in 
the first half of the seventies moved up to 4.3 percent during the Sixth 
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TABLE 3 


CENTRAL GOVERNMENT'S REVENUE RECEIPIS AND NON-PLAN 
REVENUE EXPENDITURE : 1971-72 то 1984-85 


(Ав per cent of GDP). 
Average Average Average 1084-85 


1971-76 1976-80 1980-85 (ВЕ) 





Tax Revenue 7.2 8.2 7.9 8.2 
Non-Tax Revenue 22 2.4 2.6 3.0 
Total Revenue Receipts (14-2) 9.4 10.6 10.5 11.2 
Non-Plan Revenue Expenditure 8.1 9.3 9.8 10.9 
a) Defence 3.2 3.1 3.2 3.3 
b) Interest Payments 1.6 1.9 2.5 3.0 
c) Food subsidy 0.3 0.6 0.5 0.5 
d) Fertilizer subsidy (including on n.a. 0.3 0.5 0.8 
imported fertilizers) 
е) АП others 3.0 34 3.1 3.3 
Balance from Current Revenue 1.3 1.3 0.7 0.3 
(BCR) (3-4) ` 


a 
Plan and touched 6.0 per cent in 1984-85 according to figures given by the 
LTFP. The Seventh Plan document has some analysis of the manner in 
which public debt increased during the Sixth Plan period. The document 
says: “An analysis of the various sources of financing the public sector 
outlay in the Sixth Five Year Plan shows that the balance from current 
revenues at constant rates underwent a sharp deterioration botli for the 
Centre and the States. Although the additional resource mobilisation 
through budgetary measures undertaken by the Centre and the State exceed- 
ed the targets originally envisaged, the surplus from current revenues, 
including the revenue from additional resource mobilisation efforts fell short 
of the original estimate... . The surplus from current revenues including the 
yield of additional resource mobilisation efforts which was envisaged to 
finance 28 per cent of the Sixth Plan public sector outlay, actually contri- 
buted only 20 per cent of the financing. ”!! 

The metamorphosis of the fiscal profile is more clearly seen in Table 
4 which shows the sources of finance of the Central Government's total 
expenditure during the past decade. Тһе last row of the table shows the: 
phenomenal increase in the magnitude of the fiscal operation of the 
government from an average of less than Rs. 150 billion in the late seven- 
ties to over Rs, 600 billion in the past financial year, The table also shows 
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the fall in the share of tax revenue during the period from 51.2 per cent to 
40.1 per cent with the share of borrowing increasing from 24.0 per cent to 
30.2 per cent and of deficit from 7.5 per cent to 13.6 per cent. It is worth 
noting also that in 1986-87 there was an attempt to bring down the share 
of deficit in total operation, but between the budget estimates and the 
revised estimates the proportion of the deficit more than doubled. 

What we have-attempted іп this part of the paper isa descriptive 
account of the processes that have been going on in the Indian economy as 
during the past four decades and the changing profile of the economy as 
revealed through some of its key institutions relating to the ownership of and 
controlover resources, the generation and ultilisation of surplus and the 
fiscal operations of the State. With this factual account as the background, 
we shall attempt, in Part III of the paper, an interpretation of the transforma- 
tion that the Indian economy has been experiencing during four decades of 
planned economic development. l 


Ш ea a E 
TheSixth Five Year Plan document, in reviewing the achievements 
of the economy during the first three and a half decades since independence 
stated : “One of the most significant achievements of our development 
policy after independence has been the fact that the handicap of stagnation 
was overcome and the process of growth initiated”. “А comparison of some 


of the key indicators of growth before a after: independence brings this 
out more clearly. І 


зоне алик 





r 








Annual average growth rates (p.c.) 

1900-1950 1950-1985 
Net National Product р = . 12- 3.7 
Per capita NNP Н : 0.2 1.4 
Agriculture А 0.3 - ' 29 


Industry : 2.0 !' 6.4 





A more recent official document presents an even more optimistic 
picture. The Economic Survey 1986-87 states : “Тһеге is strong evidence 
that the Indian economy is now оп a new growth path. In the eighties, | 
the average annual rate of growth has been 5 per cent which is much higher 
thanthe historical trend rate of growth. Тһе industrial growth rate is 
increasing and, despite three successive weak monsoons the food situation 
remains comfortable." Tliere can be no doubt that the achievements of the 
Indian economy during the past four decades have been quite significant in 
many respects. One of the most remarkable features has been that the 
'economy has been able to accommodate a doubling of its mammoth 
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population—from around 360 millioa in 1951 to around 750 million now— 
with an annual rate of growth of about 2.2 per cent. While the population 
doubled, the production of foodgrains almost trebled, from around 52 
million tonnes іп 1950 to the record output of 153 million tonnes in 
1983-84.- 


The Goals of Institutional Transformation 


Our concern here is not with the quantum of this performance, but 
with its character and the socio-economic and institutional transformation 
it represents. It may be recalled that during the days of the freedom 
movement and during the immediate post-independence period there were 
fairly specific ideas about the nature of the socio-economic transformation 
that the country should come to have and the kind of institutional changes 

` required for it. The meeting of the All-India Congress Committee in 1929 
stated in its resolution on social and economic change : “In the opinion of 
this Committee, the great poverty and misery of the Indian people are due, 
not only to foreign exploitation in India but also to the economic structure 
of society, which the alien rulers support so that their exploitation may 
continue. In order, therefore, to remove this poverty and misery and to 
ameliorate the condition of the masses, it is essential to make revolutionary 
changes іп the present economic and social structure of society and to 
remove the gross inequalities." Тһе National Planning Committee of the 
Congress set up under (һе chairmanship of Jawaharlal Nehru in 1938 spelt 
outthe operational aspects of the thinking on the subject as follows : 
* Agricultural land, mines, quarries, rivers and forests are forms of natural 
wealth, ownership of which must vest absolutely in the people of India 
collectively... . Тһе cooperative principle should be applied io the 
exploitation of land by developing collective and cooperative farms in order 
that agriculture may be conducted more scientifically and efficiently, waste 
avoided, and production increased, and at the same time the habit of 
mutual cooperation for the benefit of the commuaity developed in place of 
the individual profit motive... . Public utilities and all key industries should 
be owned and controlled by the State." 

After independence came in 1947, the issues of socio-economic 
transformation remai-ed dormant for a while in the midst of the preoocu- 
pations with problems of a day-to-day nature, but by mid-fifties the 
discussion was once again revived. In his address to the National Develop- 
ment Council, the supreme decision-making body on matters of planning, 
Prime Minister Jawaharlal Nehru said: “We should be clear about the 
picture we are aiming at. The picture Ihave in mind is definitely and 
absolutely a socialist picture of society—in the sense of meaning largely 
that the means of production should be socially owned and controlled for 
the benefit of society as а whole." Shortly thereafter the ruling Congress 
Party and the Parliament accepted thefestablishment of a “socialistic pattern 
of society” as the primary national objective. The Third Five Year Plan 
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document іп 1961 provided the most detailed annotation of the new con- 
cept. “Essentially this means that the basic criterion for determining lines 
of advance must not be private profit, but social gains and that the pattern 
of development and the scructure of socio-economic relations should be so 
planned that they may result not only in appreciable increase in national 
income and employment, but in greater equality of incomes and wealth. 
Major decisions regarding production, distribution, consumption and 
investment—and in fact all significant socio-economic relationships— must 
be made by agencies informed by social purpose." There was, however, a 
word of caution also : "It is neither necessary nor desirable that the 
economy should become a monolithic type of organisation offering little 
play for experimentation either as to forms or as to modes of functioning. 
Nor should the expansion of the public sector mean centralisation of 
decision-making and exercise of authority. The accent of the socialist 
pattern of society is on the attainment of positive goals, the raising of 
living standards, the enlargement of opportunities for all, the promotion 
of enterprise among the disadvantaged classes and the creation of a sense 
of partnership among all sections of the country." 


The Record 


But the evidence we have brought together in Part II does not suggest 
that the economy moved along these noblelines. Тһе actual pattern of 
development has, indeed, been distinctly different from what was envisag- 
ed. Four decades after independence and after three and a half decades 
of planned development about 50 per cent of the people live at extremely 
low levels with their dail y livelihood rot assured ard precariously uncer- 
tain while the bulk ofa phenomenally increased surplus is accounted for 
and accrues to about 10 to 20 per cent of the population. What institu- 
tional structure has led to this kind of transformation, especially when 
there was a deliberate interventionist strategy of economic development 
allegedly favouring the weaker sections of the population ? 

А review of the planning process in the country indicates that 
contrary to the pre-independence emphasis on the institutional transforma- 
tion of the economy, in actual planning top priority came to be given to 
short term increase in output. It is possible that initially at least practical 
necessities may have left little choice in the matter. A paragraph in the 
Third Plan document gave the following description of economic conditions 
in the country when it became free : “When independence came, India 
had a slender industrial Ease. Millions of her rural people suffered under 
the weight of a traditional agrarian structure. А long period of economic 
stagnation, against the background of increasing pressure of population 
followed by the burdens of the Second World War, had weakened the 
Indian economy. There was widespread poverty and want. The partition 
ofthe country had uprooted millions of people and dislocated economic 
Ше, Productivity in agriculture and industry stood at low level. In 
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relation to needs the available domestic savings were altogether meagre. 
The promise of freedom could only be redeemed if the economic founda- 
tions were greatly strengthened... . It was essential to rebuild the rural 
economy, to lay the foundations of industrial and scientific progress, and 
to expand education and other social services... ." This long catalogue of 
things that needed immediate attention was probably valid, but as so often 
happens, the preoccupation with -the immediate also deflected attention 
from what was really important, and perhaps also provided the rationale 
to justify the immediate as the important. So, in order to increase food 
grains production irrigation projects at public expenditure were undertaken, 
electricity was made available in the remotest areas, again at public cost, 
subsidies were given to farmers to sink tube wellsto tap ground water, 
seeds, fertilizers and credit were made available at cheaper rates, support 
prices were adopted—and indeed production did increase. But it also 
meant that those who already had sufficient command over resources were 
able to consolidate their position and make it increasingly difficult to bring 
about any serious structural alterations. A look at the record of land re- 
forms may be useful to understand this aspect. 

“J and to the tiller” was one of the major slogans during the freedom 
movement, and to a large extent it was interpreted to mean that the 
zamindari system that the British had introduced, conferring legal owner- 
ship of land to an intermediary who had virtually no interest in cultivation, 
but was responsible for collecting rent from the actual users and paying 
the stipulated amount to the Raj, should be abolished. As this economic 
programme had come to have tremendous emotional overtones and politi- 
cal implications, it could not be put away for long. And, a major achieve- 
ment of the post-independence period has been that the zamindari system 
was in fact abolished throughout the country by the mid-fifties. However, 
thelegal abolition of zamindari did not have the kind of impact it was 
expected to have. This for various reasons. First, as a general rule the 
zamindars were paid compensation so that they could continue to be 
the powerful class that they were. Secondly, vast areas of land could 
be retained for “personal” cultivation. And third, those who were 
“tenants” had the right to purchase the land under their control by paying 
capitalised rental values and so in effect ownership of land passed on, not 
to the actual tillers, but to those who were just below the zamindars, there- 
by creating a new proprietory class in the rural areas who continue to 
dominate over the small farmers and agricultural labourers. In 1959 the 
ruling Congress Party adopted a resolution favouring cooperative farming, 
but the new landed interests immediately and vehemently opposed it and 
the attempt was given up. 

Then came a series of legislations imposing ceilings on the ownership 
ofland which were very radical in appearance. But subsequently the 
National Commission on Agriculture listed forty-two loopholes for exemp- 
ting land from ceiling legislation. In effect there might have been many 
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more which led a commentator to say that the loopholes were so large that 
an elephant could easily.walk through them, and this has been documented 
too. Ап official publication calculated that as against 2.25 million hectares 
of land that could be considered to be surplus on the basis of available 
information on the distribution of the ownership of lazd only 0.59 million 
hectares had been taken over under land ceilirg legislation.'? According 
to a more recent calculation the declared surplus is less than 2 per cent of 
cultivated area and is only between 20 aad 25 per cent of what the actual 
distribution of land ownership would indicate. In addition to these 
macro estimates, studies of villages over a period of time from the British 
period to the present. show how .the traditional landlords still continue to 
dominate the economic and social life in the rural areas. 
. This-is not to imply that there was no deliberate attempt to bring 
about institutional changes. Two major efforts at restructuring the 
institutional milieu of the economy. are worth noting. Тһе first was the 
Community Development Programme of the early fifties, The Programme, 
.аѕ one of the international agencies which had tried to promote it stated, 
was a “process of social action in which the people of a community organise 
themselves іп planning and action; define their common and individual 
needs and problems; make group'and individual plans with a maximum 
reliance upon community resources and supplement these resources where 
necessary with service and material from. governmental and non-govern- 
mental:agencies outside the community."!5 The Programme launched with 
-great pomp and publicity as a major national effort to carry forward 
Gandhi's corcepts of grass root level self-reliance and planning ofa 
voluntary. nature was to bring within its ambit agriculture and irrigation, 
education, health and housing, communications. and social infrastructure, 
employment and training. It was also considered as an altempt to change 
the attitudes and orientations of the rural people and to draw them into the 
mainstream of national development. The First Five Year Plan envisaged 
that, the Programme would bring the entire cultivated area under extensive 
development within a period of ten years. Some machinery for local level 
planning and cooperation was also set up, all with the hope that a Silent, 


participatory, peaceful social revolution could be initiated and sustained 
from below. >, e. | TE 

, Later developments, however, showed that this was not to be the case. 
“Тһе functionaries found it difficult to generate enough enthusiasm for the 
Programme at the local level and hence it became increasingly a progamme 
administered from above with repeated appeals for “people’s participation", 
And at the field level the comprehensive programme soon got reduced into 
а programme for increasing food production with technical assistance, 
improved inputs and credit made available to those who had the facilities 
to make use of them, thus becoming the forerunner of the “selective but 
intensive" strategy which formed the basis of the subsequent “Green 
Revolution”. In short, what started out as an attempt to energise the entire 
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rural community got metamorphosed into a convenient mechanism for the 
dominant landed classes to increase both their economic and political 
leverage and to become powerful intermediaries between the village and the 
outside authorities. 

The second was the nationalisation of the major commercial banks in 
1969, put forward as the crucial step to ensure that the public sector was 
coming to have control over the “commanding heights" soas to give а 
sense of direction to the transformation ofthe economy. In particular it 
aimed to get the banking system which was hitherto urban based to move 
into the rural areas and to cater to agriculture and other identified priority 
sectors. Bank credit was also to be made available to the Jweaker 
sections. 

In terms of these stated objectives the policy has been largely success- 
ful. The public sector banks now hold a share of more than 90 per cent 
oftotalbanking business in terms of deposits as well as bank advances. 
The Chakravarti Committee's Report points out that deposits with schedul- 
ed commercial banks as a percentage of national income rose from 15 per 
cent in 1959 to 38 per cent in 1984. The share of priority sector! advances 
in total gross bank credit moved up from 14 рег cent to 36.7 per cent with 
a concomitant fall in the relatively large proportion of credit earlier enjoyed 
by the medium and large industry and trade. The total number of bank 
offices increased from around 8,200 in 1969 to over 45,000 in 1984 and the 
average size of population per bank branch improved from 65,000 to 
to 15,000. Further, the number of rural branches in the total number 
of bank branches stood higher at. 56 per cent as compared with 22 per cent 
in 1969 as new rural branches account fora share as high as 63.5 per cent 
in the total number of new offices opened since nationalisation. 

However, the Report also points out that at the end of 1980, the 

: banking system had only some 10 million customers. [t is not easy to 
identify who these customers are, and yet if these 10 million customers may 
be assumed to stand for 10 million households, they represent only around 
7 per cent of the households according to the population estimates for 
1980. Again, it will not be quite accurate to identify households with bank 
accounts with households with surpluses although the Report sees a close 
link between the change in the character of household savings and the 
expansion of banking activities. It may, therefore, not be wide of the 
mark to say that the expansion of the banking system may be more an 
indication of the growing financial affluence of the few savers in the 
economy than the result of nationalisation per se. 


Consequential Institutional Changes 

In Ше meanwhile certain institutional changes have been taking place 
as the unintended consequences of policy measures and developmental 
programmes. А few of them will be touched upon here, again as indicative 
of the pattern of change that has been taking place. 
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Traditional village economies and societies were never as self-contain- 
ed isolated entities as some versions try to make out, but each hada 
distinctiveness of its own because of its compactness and the dominating 
role of custom which practically ordained every aspect of life. It was also 
highly hierarchical with the caste system forming the basis of the hierarchy. 
In the economic sphere the village community had some notable features. 
In terms of ownership of land, for instance, even aeftr personal ownership 
came to be established, the emphasis on exclusive private ownership was 
limited mainly because land transactions—the clearest de facto expression 
of exclusive private ownership—were rare. Asfor the use of land, custo- 
mary practices rather than legal rights, were the more decisive factors. 
Along with such customary claims to the use of land, with corresponding 
obligations also determined by custom, there was a wide gradation of 
other Customary entitlements as well, to each according to his status. Again, 
it is important notto overlook the inequalities and iniquities of this kind 
of an order, but order there was. The basis of the customary claims was 
that in respect of many things ownership remained ill-defined and that 
market operations among members of the community were extremely rare. 
The village community was essentially a system concerned with use values, 
with the operations and aspects of commodity transactions remaining 
substantially muted. Within sucha system where productive operations 
remained invariant over time. inequalities remained static and customary 
claims remained effective. 

Economic policies of the past three or four decades were probably 
not aimed at disrupting such traditional orders. But they have had diverse 
impacts on traditional village communities. The geographical linking up 
of human settlements in several areas has led to village communities losing 
their relative isolation within which they were able to pattern their internal 
social order. In most instances, with roads came trade and markets also. 
Frequently, when market operations become effective in hitherto non- 
marketed goods, it also simultaneously results in the erosion of some custo- 
mary practices and claims. The appearance of market transactions, thus, 
has many consequences for a village community, having differential impacts 
on different sections depending on many specific conditions, But in general 
it results in a strengthening of exclusive proprietary right and a correspond- 
ing weakening of customary claims, a tendency to replace a network of 
traditional mutual obligations ‘with cash relationships and in an overall 
privatisation of the rural economy. The worst affected through this process 
are those who were hitherto dependent on customary claims and have liitle 
to fall back on when these get eroded and have also nothing other than 
their own labour power asa resource to enter into the sale and purchase 
operations of the market. 

The growth of markets has many other consequences also, some of 
which at least deserve to be noted. The first is the fact that it enables one 
section of the rural population to improve their economic position at the 
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expense of another section inthe “normal course” of economic activity. 
The decision of employees to change over from payment in grain to cash 
when grain prices tend to rise is a clear and common instance of this kind. 
The terdency to shift land from the production of locally consumed food- 
grains to nationally marketed food grains or (о other commercial crops is 
azother conseque.ce of growing marketisation. Growing markets and 
rising prices also offer opportunities to make quick and large profits and 
to that extent tend to deflect attention from produ:ztive activities into trade, 
speculative trade at that. Marketisation, therefore, has led to privatisation, 
marginalisation and accumulation and a marked change in the rural ethos, 
economic environment and social relationships. 

Public policies to increase output, to bring about opportunities for 
different sections of the population to participate in economic processes, to 
provide special protection to weaker sections and to achieve a greater 
integration of the economy as a whole must be placed in this context, 
Whatever might have been the direct impact of land reform measures— 
abolition of zamindari, land ceiling legislations, and legal measures to 
protect the rights of tenants—they have generally reinforced the tendency to 
move towards private ownership of land and even to deny the use of land 
to non owners as a protection against any kind of ownership rights or 
claims. Personal and effective ownership rights are increasingly demonstrated 
by the steady growth of Jand transactions. Even the distribution of land 
to the landless and weaker sections has had the same effect of emphasising 
the personal and private ownership of land because those who have come 
to have land for the first time are extremely jealous about their ownership 
rights both when they use the land and when they exercise their right to sell 
it. In other words, the proclivities of exclusive ownership have become 
more dominant as a result of a wide variety of land reform measures. 

The possibilities of having other forms of assets have strengthened 
`. the tendency furthur. Agricultural implements of various kinds and a wide 
array of consumer durables have become symbols of private ownership as 
also of social position. The growth of the banking system in the rural 
areas and the increased supply of credit also emphasise the exclusive 
ownership of assets, as frequently title deeds that affirm exclusive ownership 
are required and used as collateral for loans. Indeed, the monetisation of 
the economy and the growth of financial assets also have the same inclina- 
tion to underline personal and exclusive ownership. 

Оаа зг these circumstances, policy measures to increase output in the 
rural areas have, not surprisingly, tended to favour those with the resources 
and influence to have access to them. Public policy at one stage, especially 
in agriculture, was explicitly designed to be “selective and intensive", either 
because it was thought to be necessary to respond to a crisis situation or 
because it was expected that the process thus started would, in “the long 
run" at least, percolate down. Perhaps some downward percolation has 
taken place, 
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But what is important to note is thatin an economic system “where 
resources can be attracted only by resources, even policies made available 
to "everyone" without restrictions tend to benefit those who can afford to 
bid for them. ` Not only can they reap the direct benefits of policy 
measures, but they can also gather indirect benefits. . In many parts of the 
country subsidies at public expense have been given to those who wished to 
sink tube-wells on their lands “іп order to increase output" or to assist in 
the effort to “feed the nation". Those who have the land and the resources 
have responded to the offer and have benefited themselves (and possibly 
“the nation" as well). But they have driven the water table down in the 
wells in the lands surrounding theirs and can therefore benefit by selling 
water from their wells to their neighbours in need. ` 

There have been policy measures meant exclusively for the poorer. 
sections —again a wide variety of them —now brought together under the, 
umbrella of the Integrated Rural Development Programme. In many 
instances they have reached the “target group", although- the groups are 
extremely selective, and in that sense the programmes аге only symbolic 
considering the magnitude of the problems they propose to tackle. But 
evaluation studies undertaken by both governmental and non-governmental 
agencies have reported the tendency for the richer sections in. the rural 
areas to gatecrash into the programmes through loopholes that exist in the 
programmes themselves, through administrative lapses and through many 
ingenious ways discovered and developed by those who have resources to 
add to their revenues. Тһе capturing of public institutions by the rural 
elites is done not merely to add to their social ‘standing and to augment 
their political power over such institutions but also as a sure way to 
increase ecoriomic power directly and indirectly. у 

These proclivities noticed in the agricultural sector and the rural areas 
can be seen in the industrial and urban spheres, and more pronouncedly 
too. Two general observations can be made on the basis of the record of 
the past. Many attempts at institutional transformation have been made 
since the regime of planned economic development was initiated, and some 
of them were specifically intended to ‘‘create a milieu in which the small 
man who has so far had little opportunity of perceiving and participating 
in the immense possibilities of growth through organised effort is enabled to: 
put in his best in the interest of a higher standard of life for himself and 
increased prosperity for the county" as one of the early Plan documents 
spelt out the meaning of the goal of the socialist pattern of Society. Апа, 
surely, "the small man" has been helped here and there to some extent. 
But the system as a whole has come to be increasirigly under control of the 
big men and secms to be functioning for their progress and growth. This 
systemic propensity can be attributed to the fact that policy measures ` 
intentionally or unintentionally skirted the issue of basic institutional 
changes relating to the ownership and control over resources, particularly 
land, Secondly, with each opportunity missed or evaded to deal with the 


PLANNING AND INSTITUTIONAL TRANSFORMATION 25 


fundamental problem of property relations, the more difficult is has become 
to bring about changes in that area, and the tendency has been to yield to 
the pressures of the powerful and to make planning an instrument for 
managing the economy as effectively and efficiently as сап be done without 
any overt attempts at fundamental institutional transformation. 

This is not to say that по institutional transformation will take place. 
The logic of the system necessitates certain economic strategies with their 
implicit institutional reorganisations. These will go on and will be rationali- 
sed on various counts. Тһе planning strategies of recent years, especially 
from the Sixth Five Year Plan onwards, have been of this kind and more 
recently they are coming to be known as the New Economic Policy, А 
brief exposition of the New Economic Policy and some comments about 
it are necessary to complete this review of the institutional transformation 
of the Indian economy and to tie together some of the issues touched upon 
in Part П. 


Institutional Implications of the “New Economic Policy’ 


The new policy is said to be one of “liberalisation” of the economy 
and so it is to some extent. One aspect of the planning procedure in India 
has been that the economy came under a regime of controls. In the initial 
stages several factors necessitated a system of controls. The infant industrial 
economy of India could not be fully exposed to international competition 
especially in a situation where the rules of the game were far from adequa- 
tely laid down. The need to import food grains in large quantities, as also 
the import requirements of an accelerated pace of industrialisation called for 
careful monitoring and some degree of control over the foreign exchange 
situation. Within the domestic sphere several key commodities— consumer 
goods and agricultural and industrial inputs —were in short supply. It was 
also necessary to ensure that the more powerful economic interests did not 
excessively dominate over the weaker ones. 

An argument that has been put forward, and with some factual 
support to back it, is that whatever might have been the justification for a 
regime of controls in the fifties and sixties they are anachronistic and 
counterproductive today when empirical evidence— the high level of savings 
for instance—would indicate that the economy is capable of a much higher 
level of performance.” 

` That this argument has some validity must be readily conceded. A 
case can be made out for increased competition within the economy and 
a greater measure of openness of the economy to external influences. But 
liberalisation is only an instrumental aspect of the New Economic Policy 
and cannot be stated to be its objective. 

The objective of the policy is to provide a new thrust to economic 
growth within and in response to the institutional structure that has emer- 
ged in the economy and in terms of its own innate logic. The discussion in 
Part II has shown that the growth processes in the economy are closely ali- 
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gned to the accumulative activities of a very small segment of the economy. 
This segment, accounting for some 10 to 20 per cent of the households and 
population in the economy, consists of the large and “dynamic” farmer, the 
rich industrialists, traders and contractors, a growing number of owners of 
the small industries in the modern sector and the high income professionals. 
In contrast to the vast majority of the people whose main interest is day-to- 
day survival, the primary economic concern of this minority group is 
continuing accumulation of surplus. The central aspect of the New 
Economic Policy isto cater to the needs of both' these groups, to each 
according to its own specific interests. А brief appraisal of the strategy is 
being attempted here keeping this basic principle in mind. ~ 

The key role in thestrategy is being played by the State and the 
approach has been spelt out, although implicitly, in several of the recent 
official documents, the Sixth Five Year Plan, the Seventh Five Year Plan, 
the Long Term Fiscal Policy, the Budgets of 1985, 1986 and 1987 and the 
Report of the Reserve Bank's Committee to Review the Working of the 
Monetary System, to mention the most important among them. The 
attempt here is to make explicit what lies scattered in these documents. 

Basically the attempt is to decompose the growth processes of the 
economy into two fairly distinct circuits relating to the two segments 
already noted and which we shall identify as the upper circuit and the lower 
circuit, representing respectively the interests of the accumulators and the 
survivors in the system. The interests of the accumulators is in continuing 
accumulation primarily, with adequate facilities to hold their accumulating 
wealth, and a steady rise in the convenience of life as they deem fit. The 
‘survivors are interested in survival with some moderate upward shift of the 
levels of living if it is possible at ‘all, but even with some tightening of the 
belt if it becomes necessary, as it frequently does. It is this difference in 
perception of what economic processes in the system are to be all about, 
‘and a tacit acceptance of it by the interest groups, especially the survivors, 
that has enabled and emboldened the State to move on to the New Econo- 


mic Policy. 
Attending to the limited needs of the survivors is essentially a politi- 


“са! imperative of a socio-economic system whose policy is based on the 
principle of universal adult franchise. Elections to the country’s parliament 
and to the legislatures of the State are held once in five years, or more 
frequently if it becomes necessary. On these once-in-five years occasions 
all political parties and politicians become aware of the power of the 
masses and it is acknowledged that sovereignty vests with them. Promise 
are made to them and it is important to ensure that these promises are kept 
at least as tokens. For this the production of food grains must increase 
more or less at the rate in which population is increasing. There must also 
be a little surplus food grain at public godowns to give the assurance that 
from the country’s point of view the food position is "comfortable". If the 
food grains production increases ata much higher rate, it will be incon- 
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venient though, because the bulk of the people do not have enough 
purchasing power to absorb the increased output which will, therefore, lead 
to an awkward bulge in stocks even when millions go without enough food 
for their needs. The surplus food, in limited quantities, can be put to use 
to provide employment through “food for work" programmes as long as 
the organisational efforts involved is not too bigfor the government to 
handle and as long as the unloading of grain does not threaten to depress 
grain prices from the point of view of the bulk producers. Within tolerable 
limits, however, it isa good token measure to indicate to the weaker . 
sections the State's concern for their welfare. A few more token welfare 
measures arein order, and indeed are required. Іп recent years, parti- 
cularly since the launching of the Sixth Five Year Plan these have come to 
be widely publicised as the “target group арргоас ". One of the background 
papers relating to the Sixth Plan articulated the strategy thus: The house- 

"holds will remain the basic unit of poverty eradication in target group 
oriented programmes. Families differ in such vital respects as dependency 

` ratios, asset holdings, skills and even the ability to perform manual labour 
on public works. Hence each household below the poverty line will have 
to be assisted through an appropriate package of technologies, services and 
asset transfer programmes." The sentiments are very worthwhile indeed 
but it was made clear also that the programmes would be taken up only on 
a very limited and selected scale because ofthe resource constraint. In 
recent years approximately 3 per cent of the Central Government's budget 
is deyoted for these schemes to benefit the masses of the people. The fact 
of the matter is that the nature of the system is such that the weaker 
sections are considered to fend for themselves with but minimum attention 
from the government. ‘ 

By contrast, the upper circuit of the accumulators is turning out to be 
the special concern of: the government. A perverse kind of Keynesian 
economics is seen to be enacted here. The government by its fiscal activi- 
ties generates a significant part of this circuit (public administration, 

- defence and other services now contribute about 15 per cent of GDP and 
over the past decade has been the fastest growing sector of the economy; 
public expenditure also contributes indirectly to the incomes and accumula- 
tion of this circuit). The fiscal policy of the government in the past three 
years has been pronouncedly favourable to those who constitute this circuit. 
The 1985-86 Budget of the Central Government, for instance, raised the 
exemption limit for income tax and significantly reduced the rates also; the 
exemption limit for wealth tax was raised; the estate duty was abolished; 
the general rate of company taxation was brought down. Apart from these 
tax reductions there were also many incentive schemes to encourage savings, 
an increase in the interest rates on the government's National Savings 
Certificates and exemption from income tax purchases made of these certi- 
ficates. Thus a package was made available to the members of this circuit 
enabling them to transfer their past accumulations to the government for 
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which interest and tax concessions are offered currently with the two 
together increasing accumulations in the future which will, however, attract 
less tax because of the enhancement ofthe exemption limit of wealth tax 
and the reduction in its rates. 

Recognising that part of the surpluses of this sector will be held in the 
form of financial assets the government also takes the initiative to make 
available a large portfolio of such assets to suit the needs and situations, of 
a variety of clientele, including heavy direct borrowing by the government 
itself. The fiscal metamorphosis seen in Part II whereby the State is seen 
to be relying increasingly on borrowing must, thus, be viewed more as part 
of the New Economic Policy, than arising from its inability to raise resources 


through taxation. This approach also makes it necessary for the govern- 


ment to pay increasing attention to monetary and credit policies in order to 
prevent excess liquidity in the system. 
The strategy has a "real" (as against fiscal and moretary) counter- 


part too. The increasing incomes of the members of the upper circuit will _ 


also give rise to the demand for certain kinds of goods—at this stage, 
particularly consumer durables. Тһе State has the responsibility to ensure 
that such goods are indeed made available either through domestic produc- 
tion or through imports. Іп this sense the new strategy also comes to 
have much closer links, in various forms, with the international economy 
as well. 

This is not the occasion to make a critical evaluation of the New 
Economic Policy or the growth strategy that itis premised on. But the 
advantages that it is considered to have must be noted. First, to the extent 
that the policy becomes successful, a new pattern of growth ‘will become 
very visible—more and different kinds of goods, especially consumer goods 
like cars, two wheelers, television sets, etc., throughout the country as 
evider.ce of progress and modernisation. Secondly, although the additional 
advantages of the policy accrues to a targét group at the top in terms of 
increased incomes, diversified consumption and growing accumulation, it 
сап be projected as the ^аѓіоп'ѕ achievement, as growth in national income 
and national savings. Thirdly, it may also have some trickle down effect in 
the form of some increase in employment at the lower levels, some addi- 
tions to incomes in the lower circuit, etc. And, above all, these can all be 
achieved without any deliberate attempt to change the institutional structure 
of the economy. 

The Indian experience of the past four decades thus shows that if 
planning is not used to shape the institutional structure of the economy, 
that structure will come to shape the process of planning and economic 
policies in general. s 


The author is grateful to his colleagues R. Nagaraj (апі U Kalpagam for their 
" comments on the draft-of this paper.) 
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Khetmajoor Movement : A Case Study in 
West Bengal (1974) 


THIS PAPER examines the agricultural labour wage movement in West 
Bengal, which flared up in the year 1974-75. We have adopted the 
case study method in order to substantiate a macro-level argument. The 
wage struggle marks a major change in the politics and programme of the 
West Bengal Provincial Kisan Sabha. Since the Tebhaga movement (1946- 
47), in all the major movements, particularly in the Anti-eviction struggle 
(1953-54) and the struggle for land (1967-69), the major contenders were the 
bargadars and the jotedars. 

During the land struggle in 1967-69 the khetmajoor first emerged as a 
revolutionary force in rural Bengal in spite of the fact that they were not 
the direct beneficiaries. Тһе Kisan Sabha for long hesitated to launch a 
separate khetmajoor movement fearing that it would jeopardise the cause of 
‘all-in peasant unity’. It was thought that demands like enhancement of 
wages would directly antagonize the middle and rich peasants. It was only 
in 1970 in its 21st session at Chinsura that the issue of organizing a separate 
khetmajoor movement for enhancement of khetmajoori was discussed in 
detail though the conflicting interest of the khetimajoor and other sections of 
the peasantry was not given due attention. Fora long period there remain- 
ed a ticklish question—which should get the priority, the issue of land or of 
wages. This was resolved in the Chinsura Report. 

In its next session at Berhampore (1972), though the Kisan Sabha 
resolved to launch a khetmajoor movement and formally declared the ‘big 
jotedars and the rich peasants' as the targets of the movement, in practice 
the emphasis was on pressurizing the government to fix the minimum wage 
and provide for either twelve months' work or employment wages for the 
khetmajoors. Naturally the movement did not gain any momentum with 
such an inconsistent and hesitant stand. However, the Sabha wenta step 
forward at the Maldah Conference (1974) and fixed the minimum daily 
wage at Rs. 5.00 which should be enhanced to Rs. 7.00 during the peak 
season. In this conference, though the Sabha took an explicit stand on the 
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middle peasant, it remained silent about the tich peasants and announced 
that the “wage movement should be oriented against the employers of 
khetmajoor, particularly against the big land-owners". However, in spite 
of such an inconsistent stand of the Kisan Sabha, particularly in relation to 
the rich peasant, the wage movement took shape in some parts of 24- 
Parganas, Hooghly, Burdwan and Nadia during the period intervening the 
two conferences. In Nadia and 24 Parganas, separate khetmajoor organiza- 
tions were built up. In three villages in Bapuji Anchal under Kakdwip 
Thana (24 Parganas), khetmajoors suceeded in getting Rs. 8.00 a day which 
was certainly higher than the rate demanded by the Kisan Sabha.” 

All this induced the Provincial Kisan Council to take up an action 
programme on 3rd August 1974, to intensify the wage struggle. The rate 
of minimum daily wage was revised and fixed at Rs. 8.00 per day in a joint 
convention heid on 22 August, 1974 attended Бу the five kisan and khet- 
majoor organizations affliated to different political parties. 


Objectives 

(i) The wage struggle was primarily launched to establish that, if organi- 
zed from a proper perspective, it would not necessarily antagonize the 
other sections of the peasantry. For long Kisan Sabha workers hesitated 
to initiate any such move as this might alienate the rich and middle 
peasants. In its 23rd Annual Conference (1974), the Sabha admitted that 
« | still now a big section of our workers have some hesitation and 
aversion in their minds to organize the khetmajoors for launching a ‘wage 
movement."3 

(ii) Till the 1970s the Kisan Sabha activists primarily came from the upper 
echelon of the peasantry. Though the khetmajoors overwhelmingly partici- 
pated in militant struggles, none of them assumed any leading position. 
Тһе second objective of the khetmajoor movement was to encourage and 
build active peasant workers from the khetmajoor who would be the van- 
guard in future movements. 

(iii) The third objective of the wage struggle was to bring the peasants 
and khetmajoors of ryot-dominated areas into the orbit of the Kisan Sabha. 
` Since all the previous movements [Tebhaga (1947-48), Anti-eviction (1953- 
54), struggle for land (1967-69)] were concentrated in jotedar-dominated 
areas (South 24-Parganas, Midnapore, etc.) the peasants of ryo‘-dominated 
areas remained relatively less acquainted with the activities of the Kisan 


Sabha. 


The Movement 
The Kisan Sabha launched a two-tier programme to attain this 


objective. 
(1) Campaign Programme, The Sabha directed the district and block 
level Kisan Samitis to organize mass meetings, conventions, and jathas. The 


demands for higher wages and reduction of rent, soft loan, cheaper fertili- 
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Zers were simultaneously raised to mobilize the support of the rich and 
middle peasants. 

The Provincial Kisan Sabha in the month of November 1974, held 
two conventions of the leading peasant and khetmajoor workers to give 
proper guidelines to the movement. One in Islampur, West Dinajpur.(9th 
and 10th November 1974) and the other in Panchla, Howrah (17th and 
18th November 1974). Representatives of the five North Bengal districts; 
Coochbehar, Jalpaiguri, Darjeeling, West Dinajpur and Maldah met in . 
Islampur. The representatives of the rest of the districts attended the 
Panchla Convention.* i 
(ii) Action Programme. After a profound and thorough campaign programme 
the peasant workers and the khetmajoors asked the employers to enhance 
the khetmajoori, In places where the organization was strong enough the 
employers agreed to enhance the wage. However, they did not necessarily 
pay Rs. 8.00 as demanded by the Kisan Sabha. It should be mentioned 
that the rate of khetmajoori demanded varied from place to place. It was - 
absurd to demand Rs. 8.00-a-day where the khetmajoors used to get Rs. 
1.00 to Rs. 1.50 per day. Тһе local level Kisan Sabha fixed up beforehand 
the rate to be demanded. 

The khetmajoors as alast recourse resorted to strike and boycott. 
Generally as an initial step a one-day token strike was observed. If it failed 
to yield any result the khetmajoors went on continuous - strike. The 
period of strike varied from two to three days to as long as two months at 
a stretch. 


Response of the Employers 

The most striking feature of this period is that for the first time the 
Jotedars in West Bengal began to organize themselves uader specific banners 
like the *Khetowal Samiti’ (village Jaleswar, 24-Parganas) and ‘Middle 
Class Kisan Samity' (Bishnupur, Bankura). Except during the United 
Front period the jotedars usually, in collusion with the police force, unlea-. 
shed a reign of terror in the countryside to suppress peasant uprisings. The 
incidence of loot, arson, arresting of innocent persons аге legion. But this. 
time the jotedars’ militancy was giving place to unionism. Тһе reason is 
two-fold : (i) This time the kAetmajoors in most of the cases followed a 
peaceful democratic path. Incidents of attack on jotedars’ barns or seizure 
of foodgrain, was almost nil. (ii) The khetmajoor movement, unlike the 
previous ones was organized not in areas dominated by the monopoly land-. 
lords enjoying a commanding authority over the Iccal thana and the police 
force, but in ryot-dominated areas. Тһе big ryots, the employers of 
khetmajoors, did not enjoy such authority. Thisled them to unite among 
themselves to resist the khetmajoor strike. Thus the movement not only 
made the khetmajoors class-conscious but their enemies also. : 

Though the landlords failed to employ the police force against the 
khetmajoors, they, as usual, tried to file false cases against the leading 
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personnel of the khetmajoor movement. But in contrast with earlier 
experience, this time in many cases the khetmajoors forced the authorities 
to withdraw false cases and arranged bail for the arrested ones. Тһе 
movement launched during the Front regime changed the attitude of the 
establishment, and brought a sea-change in the approach of the entire 
peasant movement. 

It seemed that in a majority of the cases, the jotedars invited 
khetmajoors from the neighbouring areas to break the strike. These out- 
side labourers were promised a higher wage. In all such cases, these 
labourers left the field on being requested by the striking khetmjoors. In 
“no case was there confrontation between the striking khetmajoors апа those 
brought from outside. The latters’ refusal to work even at a higher rate 
indicated how an unorganized mass became class-conscious through its 
involvement in a particular movement. 


Extent of the Movement 


It has been claimed іп the Secretary’s Report of the 24th Conference 
of W.B.P.K.S. (Bolepur, 1975) that the wage movement was spread over 
six thousand villages out of thirty-eight thousand villages of West Bengal. 
As shany as 500 villages participated in the khetmajoor strike and boycott. 
Almost five lakh khetmajoor and poor peasants directly benefited from 
wage increases through active participation in the wage movement? Тһе 
movement was most intensive in the district of 24-Parganas where twenty- 
two strikes were organized. It was spread over 300 villages in this district. 
The longest strike in West Bengal had been organized in this district in the 
village Jaleswar under Gaighata thana. It was reported that, nowhere in 
the district of 24-Parganas the wage had been reduced to less than Rs. 
4.00-a-day. In many places it was possible to wrest Rs. 8.00 per day. 
In two or three places the wage had even been raised to Rs. 10.00 per day 
for a limited period. 6 

We conducted a field study іп the village Jaleswar as the move- 
ment was most intense there. Тһе object of the study was to shed some 
light on the actual mobilization pattern and to find out the variables most 
responsible for steering an unorganized mass. 


The Village 

Jaleswar is one of 104 villages under Gaighata police station. This 
police station is under Bongaon sub-division in the district of 24-Parganas. 
The total area of the village in acres is 905, of which 390 acres is of 
unirrigated type and 60 acres of irrigated type. Тһе nearest town to this 
village, Habra, a business centre, is 12 kms away.” : 

The total number of families residing in village Jaleswar was 345. 
The village is primarily a Hindu dominated one. Seventy eight per cent 
of the population are Hindus. Besides the Hindus, there are Muslims, 
Scheduled Castes, the Bara Kshatriyas and the Scheduled Tribe, the 
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Mundas, who settled here from the South 24-Parganas. Тһе Scheduled 
Castes and the Muslims are the original inhabitants of this area. The 
Muslim community constitutes 15 per cent, while the rest constitute 7 per 
cent, of which 2 per cent belong to the Scheduled Caste group. The majo- 
rity of the Hindus migrated from East Pakistan (now Bangladesh) and 
exchanged their property with Muslim families in 1947. Migrants consti- 


tute 54 per cent of the total population of the village. The government 
established a refugee colony in this village, which also enhanced the per- ' 


centage of migrant population. 

The majority of the population in this area lives on agriculture. In the ` 
absence of industry in the neighbourhood the pressure on land is excessive. 
According to the 1971 census, the total number of: workers in Gaighata. 
police station was 31,602. Ofthe working population 14,124 are culti- 
vators, The number of agricultural labourers was 10,7518 

It appears that a considerable proportion of the population in this 
locality earns its living by hiring out labour. Recently new package 
programmes were introduced in thisarea and a new group of capitalist 
jotedars gradually drove out the feudal lords on the one hand and the 
middle and small peasants from their land on the other. The increasing 
mechanization of agriculture rendered traditional cultivation less profitable 
and hence sharpened the polarization process in the villages. ` Thus the 
villages in this region are gradually being divided into two major blocks— 
one cultivators, the other agricultural labourers. 

In village Jaleswar the ре? cent of population having khetmajoori as 
primary occupation is 42 and the per cent of population having cultivation 
as primary occupation is also 42. Тһе remaining 16 per cent engage either 
in petty business or service. TableI presents a seven-fold division of the 
village population in terms of occupation. 

Table IL shows a very significant relationship between  land- 
ownership and the occupation of the heads of families. A high percent- 
age (59) of the landless population is engaged in khetmajoori whereas, : 
as much as 89 per cent of the population having more than 5 acres 
oflandis engaged in pure cultivation. None of the individuals having 
more than 5 acres of land ате engaged in any type of khetmajoori. The 
highest percentage of population (68) owning land between 2 to 5 acres 
are cultivators. But interestingly, 16 per cent of the population belonging to 
this category have to earn their livelihood partially from khetmajoori. The 

majority in this group are migrants who were allotted 2.5 acres of land by 
the government of West Bengal. However, due to lack of resources and 
other facilities they failed to keep the land in their possession and trans- 
ferred the same illegally to others, but recorded their name as land owners 
in the survey report. 

It is clear from the- column ‘2 acres and below’, that the population 
owning land below 2 acres have diversified occupation. This suggests that 
the total earning from the meagre amount of land is not enough for their 
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TABLE I 


PERCENTAGE DISTRIBUTION OF THE POPULATION BY THE 
OCCUPATION OF 1HE HEAD OF THE FAMILY 


KNEE EE eS c 


Occupation Percéntage 





26 l Khetmajoor as the 
. primary occupa- 


| ұғы ` tion (42%) 


Khetmajoor 








Khetmajoor & 
cultivator 


Khetmajoor & 
fisherman & 
others 











Cultivator 
Cultivation as the 
primary occupa- 
tion (42%) 


i 
Cultivator 
& 
others | 


. Service 
& 


business 
Others 


(16%) 








345 (100) 


Miscellaneous | 11 
à | 
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TABLE II 


LANDOWNERSHIP BY OCCUPATION UF THE HEAD OF THE, 


FAMILY IN PERCENTAGE 


2acres . 2 acres 
& 
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subsistence. About 37 per cent of the population (the total of the first 3 
categories in the column) have to engage themselves as khetmajoors either 
partially ог exclusively. Around 2 per cént of the landless population is 
stated to be engaged in cultivation and another 2 per cent in cultivation 
and khetmajoori. - This consists of those who own ploughs and sell their 
labour along with their ploughs in others’ fields. Their condition is little 
better than the other landless khetmajoors who own nothing else but their 
labour power. Ten per cent of this landless population is engaged either in 
"service or business”. This raises the per capita income of landless 
people. 


TABLE III 


. DISTRIBUTION ОЕ PER CAPITA INCOME IN 
TERMS ОҒ LANDOWNERSHIP 





Landownership Per capita 
` income (in Rs.) 





Landless 432 
2 acres & below 308 
2 acres to 

5 acre s 463 
5 acres & above 2,287 





From Table III it comes to light that except in the ‘landless’ category, 
per capita income is directly relatad to the ownership of land. The per 
capita income of the ‘landless’ category is higher than the per capita 
income of the families owning.land '2 acres and below'. This anomaly is 
obvious as Table II shows that as much as 10 per cent of tie ‘landless’ 
: population i is engaged in either ‘service or business’ and another 18 per 
cent in ‘miscellaneous’ occupations. This raises the per capita income 
of the landless population. Only 3 рег. cent of the population having 
land “2 acres and below' are engaged either in ‘service or business’ keeping 
the per capita income of this section lower than that of the ‘landless’ 
group. This anomaly can only be removed if we take into account the 
per capita income of the families in terms of occupation. 

As expected Table IV shows that the per capita income of the 
‘khetmajoor’ and ‘khetmajoor & fisherman & any other’ is lowest 
(Rs. 265.00) and the per capita incomes of those families are highest who 
engage themselves partially in cultivation and partially in any other occu- 
pation—may it be service, or business. We obtain a more detailed picture 
of the economic position from Table V. 
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TABLE IV 


DISTRIBUTION OF PER CAPITA INCOME IN 
TERMS OF OCCUPATION 








Occupation Per capita 
income (in Rs.) 





Khetmajoor 265 
Khetmajoor | 
& 404 

cultivator 
Khetmajoor 265 
& fisherman 
& any other 
Cultivator 522 
Culivator 

823 
any other 
Service 

760 
business 
Miscellaneous 301 


ee 


This table in general shows that whatever may be the occupation of a 
given family there is a positive relation between ownership of land and per 
capita income of a family. However, those who have taken service or business 
as occupation owning no land score better in terms of per capita income 
than those belonging to the same occupational group but having some 
amount of land. The only stray case in this table represents the khetmajoor 
and cultivator category of landless group. Неге № is 1. So we should 
take it as an exception. This table indicates that the economic position of 
a particular person is primarily determined by the landholding. 


Method 


In our case study we have primarily relied on three types of data : 
(1) Secondary sources: (a) the report of annual conferences of the 
W.B.P.K.S. as well as that of the District Kisan Samitiy of the 24-Parganas; 
(b) newspapers, particularly Deshhitaishi and Ganashakti—the weekly and 
daily paper respectively published by the Communist Party of India 
(Marxist). (II) Primary data kept in the office of the Comprehensive Area 
Development Corporation, Gaighata. Б 
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The following information regarding the family members of each 
household were gathered from the questionnaire kept in the CADC office : 
(a) name, (b) age, (C) occupation, (d) education, (е) income ; if a person 
was occupied in more than one .occupation, occupation wise income was 
mentioned, (f ) religion, (в) caste and tribe, (h) migration status, (i) amount 
of landholding. Based on this primary data we first present a socio- 
economic profile of the village. ' Subsequently. we analysed the mobilization 
pattern in the course ofthe wage movement, based on field work under- 
taken in the village and its neighbourhood. 


The Khetmajoor Movement in Jaleswar 

In 1973 an action programme to raise k/tetmajoori to Rs. 8.00 per day 
had been worked out by the Gaighata Local Committee of the Kisan 
Sabha. А formal directive to all the block and thana level Kisan Com- 
mittees was issued by the 24-Parganas district Kisan Samiti in its fifteenth 
session held at Kalinagar, Sandeshkhali in 1974. Тһе Gaighata Local 
Committee of the W.C.P.K.S. undertook a continuous campaign programme 


TABLE V 


IANDOWNERSHIP BY OCCUPATION BY 
Per Capita INCOME 








2 acres 2 acres 5 acres 
Occupation Land- & to 
less | below 5 acres above 
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| | 
Khetmajoor 261 320 — = 
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which centred around Anchal-Dharampur and Jeleswar. The programme 
was initiated with numerous group.meetings and baithaks. Тһе number of 
persons attending the group baithaks suddenly rose from 40-50 to 100-150. 
When it was felt that the demand for a wage of Rs. 8.00-a-day for agricul- 
tural labour became socially acceptable, the Kisan Samiti of Bongaon 
sub-division resolved to organize a jatha covering the sub-division. On 
10th November 1974 the jatha started in which three thana Kisan 
Samitis—Gaighata, Bongaon and Bagda—participated. On its way the 
jatha attended a convention in Jaleswar village on 12th November 1974 
which was attended by more than 500 villagers. After the convention was 
over a large section of the poor peasants and khetmajoors walked along 
with the other processionists and went to village Napata. After tueir return 
from that village they were surprised to see a poster in the name of 
Khetowal Samiti—‘‘No one will get Rs. 3.00-a-day."* It was also resolved 
by the Khetowal Samiti that ‘anybody paying more than Rs. 3.00-a-day 
would have to pay a fine of Rs. 500.00. A fine was also to be imposed 
upon these who employed any one of the seven khetmajoor Kisan Sabha 
workers who were in charge of leading the movement. This poster infuria- 
ted the peasants and they decided to stop all types of work in the fields of 
all the jotedars. From 13th November to 17th November 1974 all the 
khetmajoors in Jaleswar struck work. A similar strike was resorted to again 
on 26th November 1974.9 The partial strike continued for 42 days. 
Initially no attempt was made to mobilize the rich and middle peasants in 
support of the movement. However, the Khetowal Samiti was clever enough 
to mobilize all the rich and middle peasants under its fold. The district 
and thana level kisan leaders came to know of the KAetmajoor strike after 
completion of full five days’ strike on the occasion of a reception of jatha 
participants. They initially reacted sharply to a strike call without any 
earlier preparation, but left no stone unturned to make the strike a 
success. They primarily concentrated on alienating the middle peasants 
from the Khetowal Samiti. Three distinct measures were adopted to ensur 
this : - \ 

(i) After five days’ complete strike а few of the khetmajoors were seen 
working clandestinely in others' fields. А few of the middle peasants 
(owning land 10 to 15 bighas), supporters of the Kisan Sabha, were asked 
to employ khetmajoor at the rate demanded by the Kisan Sabha. This was 
double the usual rate.? The same group of kAetmajoor was not employed 
for two consecutive days. 

(ii) Khetmajoors were advised to work in the field of small and middle 
peasants at a rate lower than demanded but certainly higher than was paid 


in the previous year. Instead of Rs. 30.00 as demanded, the Khetmajoors ' 


worked at Rs. 22.00 to Rs. 25.00 per bigha. 
(iii) The Kisan Sabha arranged work for the striking khetmajoors in 


nearby villages. Тһе continuous campaign for wage increase in the conti- ' 
guous areas influenced a great many khetmajoors who, on the request of the 


> 


, 
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Kisan Samiti, willingly allowed the striking khetmajoors to work in their 


places.’ Most active support came from the village Simulia.. A section of 


khetmajoors from Simulia who sacrificed their jobs for the Jaleswar khet- 
majoor were provided work in neighbouring Villages ate and 
Hanspur. 

This was "possible because of a thorough campaign started by the 
Kisan Sabha in the contiguous areas to give support to the striking khet- 
majoors of Jaleswar and to weaken the khetowal Samiti. Asa result the 
movement spread over twenty-eight villages in the.contiguous areas.!* 

The strike lasted for three to four days in Simulia, Charuigachi, 
Bagna, Hanshpur and Dharampur. Though a strike had not been 
organized in other villages, the wages increased in all the villages by 
stages.!* 
'This increase of wages in the contiguous areas weakened a section of 
middle and rich peasants who felt in unwise to waste time as the crop was 
ripe enough to harvest. They felt that any delay in the harvesting opera- 
tion would in any case result in more losses which, if saved, could be used 
to pay higher wages to the khetmajoors. Many of the cultivators assured the 
khetmajoor, “start work, and we would pay the wage as would be settled 
after the end of the strike". Thus while a group of cultivators remained 
hostile till the strike ended, the rest began to submit to the demands of the 
khetmajoors. The possible economic loss and the Kisan Sabha's extensive 
campaign in favour of the khetmajoors’ just demand for wage increase 
induced them to come to an agreement with the khetmajoors. 

A section of jofedars in Jaleswar attempted to hire khetmajoors from 
adjoining villages. Due to the timely intervention of the Kisan Sabha 
leaders and a widespread campaign for wage rise the outside Ahetmajoors 
declined to work in Jaleswar. Wahed Box, the khetmajoor leader of 
Jaleswar, narrated his experience : "When the news reached the Kisan 
Sabha’s camp, that one jotedar invited а few khetmajoor from village 
Amkolla, it was instantly resolved that outsiders should be convinced not to 
work for the sake of striking khetmajoors. Irushed to Amkolla in the 
early morning and requested the khetmajoors not to help the jotedar in 
disrupting the khetmajoor strike, when our children were fasting. They 
immediately responded to my appeal and assured me that none of them 
would come to Jaleswar for work. They kept their word." The wage was 
ultimately fixed at Rs. 25.00 per bigha. 


The'Mobilization Pattern 


It has already been noted that one of the objectives of the Ahetmajoor 
movement was to ensure that the demand fora wage increase does not 
necessarily injure ‘all-in peasant’ unity. It has been reported in the Secre- 
tary’s Report of the 24th Conference of W.B.P.K.S. (Bolepur) that the 
middle peasants nowhere opposed the wage movement. Rather in many 
places they stopped work in thejr own fields to provide support to the 
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striking khetmajoors. .This was primarily due to a thorough campaign 
programme organized by the Kisan Sabha before starting the wage move- 
ment. The report, however,’ did not make any comment on the rich 
peasant. In the following pages, we would like to focus on (i) the’ strategy 
adopted by the Kisan Sabha to mobilize other sections of the peasantry, 
and (ii) the socio-economic strata to‘ which the participants and non- 
participants belonged. ` í : 

We have already stated that with the establishment of the Khetowal 
Samiti the jotedars successfully mobilized a very good number of the 
middie and small peasantry. The leaders on their return from the jatha 
realized the danger of antagonizing a large number of small and middle 
peasants. They feltit imperative to alienate those peasants from the 
Khetowal Samiti. They started а balanced campaign which ultimately - 
reduced the number of ‘enemies’ to four: They were described as the 
target. The experience in Jaleswar rightly proves that landed sections who 
did not participate in any of the major operations were much more hostile 
to the peasant upsurges than the rich peasants who participated in actual 
tilling operations. It appears that land ownership along with participation 
in any one of the major operations, and a supplementary source of income) 
should be taken-into account'in order to have a closer understanding of the 
attitude of the landed sections. 

The khetmajoor movement in Jaleswar was an outcome of a conti- 
nuous campaign programme for threee to four months. During the 
concentrated campaign programme the demands for a remunersative price 
for crop, cheap fertilizer and seeds and soft loans were raised, which were 
actually the demands of small, middle and rich peasants. It was pointed 
out that during the strike 80 percent of the participants in the meet-- 1 
ings and processions where such demands were raised were khetmajoors. So 
it became imperative for the middle and rich peasants to support the khet- 
majoors’ due demands for wage increase, if they wanted to redress their 
own grievances. 

Attempts were made to convince the middle peasants that they should 
support the khetmajoor movement as this would be immediately beneficial 
to them : (a) the KAetmajoors by getting higher wages would perform 
their duty with much more efficiency and expertise, and (b) a good 
social relation would be established between'the khetmajoor and them which 
would reduce social tension in the village. The Kisan Samity of Gaighata 
took up a test case in the village Charuigachi to prove that payment of due 
wages to the khetmajoor would increase the productivity in a significant 
way. - : 

: So far we have discussed the strategy adopted by the Kisan Sabha to * 
mobilize different sections of peasantry. Now we will concentrate. on ^ 
factors responsible for successful mobilization, or in other words we will try 
to trace the socio-economic strata to which the participants and non-parti- 
cipants belonged. We have already seen that the two dominant. occupa- 
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tional groups in the villages are (i) khetmajoor (42 per cent) and (ii) 
cultivator (427рег cent). The moveinent is’ also a major concern of these 
two groups—one demanding the enhanced wage, the other refusing to pay 
it. But neither did all the cultivators opposed the move nor did all the 
khetmajoors participate. We have devised two slightly. different .participa- 
tion codes for two groups. 
For the khetmajoors we have made a five-fold atero Don of 
‘response to the movement’ — v" 
(i) Non-participant : khetmajoors who antagonized thé movement 
till it ended. 
(ii) Moderate participant : khetmajoors who participated in first five 
days’ strike and then continued to work in others’ fields, 
(ii) Active participant : khetmajoors who participated in-the' move- 
: ment till it ended. Бе 
(iv) Very active participant : khetmajoors who provided leadership to 
the movement. ола ы 
(v) Мо response: khetmajoors who for various reasons remained 
indifferent to the movement. 
‘ The total number of khetmajoors involved in either participating or 
non-participating was 131. 
For the cultivators, the type of response to the movement comes 
down to four. 
(1) Non-participant : cultivators who did not accept the demand for 
enhanced khetmajoori. 
. Gi) Participant : cultivators who initially. opposed the move ior 
enhancement but after a few days accepted the demand. 


(iii) Active participant : cultivators who provided leadership. to the 

p movement. , 

. (iv) No response : cultivator. who remáined indifferent to the move- 
ment. : і 


Total number of cultivators involved was 159. И " и 

The following tables produce a statistical ?рісіџге of level of parti- 
cipation of different categories of people and try to relate the level .of 
participation with landholding, migration and religious status along with 
variation in terms of caste and tribe. Finally, we would try to find out 
the relation between per capita income and the level of, participation. We 
would also highlight the four targets to understand. their behavioural 
pattern in the movement. 

Table VI shows that the percentage of khetmajoor opposing, the 


, Movement is very very negligible. Ап overwhelming participation (81. 


per cent) on the part of the khetmajoors is evident. Around 45 per cent. 
participated during the initial five days' strike and 33 рег cent continued. 
with the strike till the movement ended. The antagonists _ of,the movez, 
ment who represented 5 per cent of the total khetmajoor population іпсін-. 
ded Mahindgrs who worked in the field as domestic servants and lived in 
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TAREE VI 5 


PERCENT DISIRIBUTION OF KHETMAIOOR BY TYPE OF 
RESPONSE TO THE MOVEMENT 


= 
tr r PES р t [zz r we T Т 


Nature оў тезройве ` > i Percentage: 
to the movement of khetmajoor 


1 


Non-participant 5 
Moderate 45 
participants 
Active l i 33 Participant A 
Participants 
81 
| , Very active 3 
participants 
Nó Response l 14 





N: | Ж 131000 11, 


the houses of their masters. Тһе kisau leaders failed to contact them. The 
leadership also came from within the khetmajoor movement. 

The ‘no response’ group represent 14 per cent of the total 'khet- 
majoor population. This included those khetmajoors who worked in 
fields owned by’: the land owners of neighbouring уШавеѕ. The Kisan 
Sabha concentfatéd on pressurizing the landowners of the village Jaleswar. -4 
So this group of khetmajoors remained outside the orbit of the movement. 
Some among this ‘no response’ group were engaged іп khetmiajoori as a 
supplementary occupation. During the movement they engaged them- 
selves in occupation other than Khetmaoori. So they were not" concerned 
with the movement. f ' » 

‘Table VII gives usa complete picture of the participation rate of 
the khétmajoors both in relation to land ownership and the supplementary: 
occupation undertaken ‘by the khetmajroors. It appears from the above 
table that the KAetmajoors having a small piece of land are less militant 
than those having nothing but their labour power. About 51 per cent of 
the landless Khetmajoor are “moderate participant’ as against 33 per cent 
of those owning land '2 acres and below'. Though the percentage of 
‘active participants’ is slightly higher for the Khetmajoors owning small 
pieces of land, it is not'at all encouraging for the ‘non-participant and no ,, 
response’ group. “Бог the khetmajoors: owning ‘2 acres and below’ the 
percentage of non-participants is 8 as against 4 for the landless khet- 
majoor, For the ‘No nesponse’ group the percentage difference is more 
si douse? 
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TABLE VIII 


PERCENTAGE DISTRIBUTION OF CULTIVATOR 
By Type ОЕ RESPONSE TO THE MOVEMENT 


pn——————— 'ÁA[coeu€ro€X!Óp("nÜ/2("Üü—P m mms m RO C ccc 


: Type of response Cultivator 
{то the movement 





Non-participant 21 
Participant 57 
Active 
; participant 1 
; Мо response 21 


I e €——————————Á€ 
Turning to the cultivator, Table VIII indicates that 21 per cent of the 
cultivators of Jaleswar village remained hostile till the end. Fifty-seven 
per cent of the cultivators submitted to the demand of the Khetmajoors 
after a few days’ initial resistance. And 21 per cent of the cultivators 
did not ally with any of the parties. 

In terms of land ownership, Table IX indicates that the opposition to 
the movement steadily increased with the size of land ownership. The per- 
centage of non-participants increases from 8 owning land ‘2 acres and 
below’ to 34 owning land ‘5 acres and above’. The figures in the columns 
of land ownership reveal that the leadership to the movement was provid- 
ed by those cultivators having land ‘2 acres to 5 acres’ as well as ‘5 acres 
and above’. So it appears that economic status is not so vital for provid- 
ing leadership to ‘the movement. The political understanding of a given 
situation and commitment to a certain ideology seem to be more 
шро 

The table shows that as many as 50 рег cent of the ‘cultivator 
and ‘thers group possessing land 2 acres and below’ remained indifferent. 
This needs clarification ; the two possible explanation аге : 

' (i) The immediate interest of this category of population may not 
have been.at stake. The movement was organized when the harvesting 
operation of ‘Aman’ paddy was going on. Of the twelve families 
belonging to the ‘No response’ group from the ‘cultivator & others’ 
category owning ‘2 acres and below’, five families did not cultivate ‘Aman’ 
paddy. That could have encouraged these families not to show any 
preference for апу “опе of the two. contending parties. From interviews 
with the local Kisan Sabha leaders it appears that the peasant leaders did 
not approach them as for the time being they did not employ khetmajoor. 

(ii) The second possibility is that the income from the occupation 
other than cultivation was so high that they might ignore the loss caused 
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by the strike. But the income from cultivation was not so negligible as to 
antagonize the khetmajoors. The remaining twelve families were engag- 
ed either in service or business. Their average annual income from 
occupations other than cultivation was Rs. 1,870.00. Their preoccupation 
with supplementary jobs demands that they have to depend much more on 
the khetmajoor in full season. The average annual income of these families 
from'cultivation was Rs. 804.00. This income was not so negligible as 
to be ignored altogether. 

From the historical account of the khetmajoor movement in Jaleswar 
it emerged that though the khetmajoors stopped work in the fields of all the 
landowners irrespective of their ownership for the first five days, with the 
intervention of the kisan leaders they began to take a softer attitude towards 
the small and middle peasants, On the other hand a substantial section of 
the cultivating community was convinced to raise the khetmajoori. About 
57 per cent of the cultivators owning ‘2 acres and below’ came to support 
the movement after the initial resistance during the first few days. The per- 
centage of ‘participants’ for the cultivators owning ‘2 acres to 5 acres’ and 
“5 acres and above’ respectively are 61 and 56. This implies that itis 
possible to mobilize a majority of small, middle and rich peasants of a 
particular village to support the cause for the enhancement of khet- 
majoori. In village Jaleswar the challenge with which the Kisan Sabha 
initiated the kKhetmajoor movement in 1974 was more or less success- 
ful. The apprehension that the khetmajoor movement would jeopardize 
‘all-in peasant’ unity and antagonize а large section of middle and rich 
peasants did not prove true. 

In Table X we have divided the khetmajoors and the cultivators into 
two blocks : participant and non-participant, and then focussed on their per 
capita income. i 

Excepting the non-participant group owning land 2 acres and below and 
belonging to the khetmajoor category, for all other cells, both in the khet- 
majoor row and also in the cultivator row participants invariably represent 
a much lower per capita income compared to the non-participants. 


Conclusion 

It appears that, both in terms of landholding and per capita income, 
the better-off section of the peasantry, instead of steering the movement as 
Hamza Alavi expected, remained in the rearguard.? Тһе most active 
support came from those landless khetmajoors whose per capita income 
islowest. This group of participants represent free poor peasants in the 
Wolfian sense.?? 

However, it has also been revealed that the most hostile were those 
cultivators who along with large land ownership partially depended on some 
occupation other than cultivation. As high as 67 per cent of the ‘cultivator 
& others’ category owning ‘5 acres and above’ antagonized the move for 
wage rise. Thus supplementary occupation became a source of strength 
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for the fighting khetmajoor as well as for the resisting cultivators. 

It is evident that leadership emerged both from  Khetmajoor and 
cultivator groups. Though itis true that non-participation steadily incre- 
ased with the increase in land ownership. The history of the peasant move- 
ment since Tebhaga showed the khetmajoor as an associate of other 
fighting groups of peasantry. Itis during the wage struggle in 1974-75 
that the khetmajoors in some places assumed а leading position.: Some of 
the khetmajoors, who provided leadership at the local level, later assumed 
important positions in local and thana level Kisan Samitis. It has been 
noted that in the year 1981-82, 75 to 80 percent of the-total 39 lakhs of 
Kisan Sabha members are from khetmajoor and poor peasants. However, 
it has also been mentioned that till now the khetmajoor leadership has not 
been established at all levels of Kisan Sabha. It can Ве safely stated that 
the khetmajoors movement initiated the process of turning the khetmajoors 
from *class-in-itself^ to *class-for-itself". < 

The most striking finding of our study is that a majority of the rich 
(56 per cent) and middle (61 per cent) peasants came to support the move 
for wage increase after a few days’ resistance. It has been established that 
the wage struggle if guided properly does not necessarily antagonize the 
middle and rich peasants. : 

It must be mentioned that, though the wage has increased iir ali the 
organized villages, the actual economic position of the khetmajoors has not: 
remarkably improved. This can be ensured in the present set-up only by’ 
creating more man-days of employment through developmental projects. : 
According to a West Bengal government survey the khetniajoors. ‘used to’ 
get 128 days work іп one crop drea which was 200 days іп а double crop- 
ped area. The wage movement was not vigorous enough to induce the 
government to introduce constructive projects in the countryside ‘However, 
it was reported that under the pressure of the movement the government 
revised the rate of minimum wage of the Ahetmajoors within one month. ' 
In September 1974 the government fixed the rate at Rs. 5.60 which had 
been increased to Rs. 7.19 in the next month. 

However, it would be misleading to assess the success of the khet- 
majoor movement only in financial terms. Arun Mahapatra observed that, 
the most significant achievement is the recognition of the bargaining power 

of the khetmajoors. In the pre-movemen: period they used to work at the 
rate fixed by their employers and any demand for wageincrease had been 
ruled out. In the post-movement period the attitude of the employers had 
changed. They tried to came to a compromise with the khetmajoor. 

The major criticism to be raised against the wage movement is that 
adequate attempts were not made to link the movement with the struggle 
for ‘fundamental land reform'—i.e., abolition of monopoly landlordism and 
freedistribution of land—the declared objective of the Kisan Sabha. 
‘Workers-Peasants’ alliance is also still a myth. In Jaleswar we have 
seen that the peasant leaders did not attempt to mobilize the people 
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engaged in occupations other than cultivation and khetmajoori. If attempts 
were made to mobilize the petty shopkeepers and rickshaw pullers, then the 
strike might have ended in a mere prestigious way. 

The organizational weakness among the women becaine a fetter to 
the movement. The women of caste Hindu and Muslim families of 
Jaleswar were in the dark about the’ strike: The tribal women who used 
to work in the field. participated in the first ‘few ‘days’ strike as directed by 
their group leaders. They were not approached by the local Kisan Sabha 
leaders. However, this was not a state-wide picture. The khetmajoor 
women began to organize themselves under the ‘banner of the Democratic 
Mahila Samiti. In the district of 24-Parganas they went a step forward and 
held a convention of khetmajoor women at Haroa (9th-10th March, 1974),21 

However, it appears from our case study that the wage struggle 
attained the three basic objectives with which it was launched. The 
village Jaleswar was a ryot-dominated one where middle and rich peasants 
by and large were neutralized. The leadership also emerged from the rank 
of the khetmajoors. 





APPENDIX I 

‘KHETMAJOOR MOVEMENT 
Name of the ` Number of Viliages | Number of Viliages 
Districts ` Involved in the Participated in 


Movement (C/A)* the Strike : 


Howrah 421 214 


“Hooghly... 42-600 202 191 
24-Parganas . . = = 22 e 
Burdwan 1223( | | $5 
» і 38 (а) 5 
Midnapore 1,040 (c) 35 
350 (a) жасара 
: Murshidabad . 100 & : . 
- i , above (c) 22-20 
y “Bankura , : 2442 (6): es 24 
оймыш ЕСЕ 2. 
Maldah ` 10: oa 4 Aiüichals 
a VON te 
as : 3. 


*(c) — Campaign programme and (a) = Action programme. 
Source : Secretary’s Report, W.B.P.K.S., 24th Session, 1975, 
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APPENDIX II 


For further details see— 
Deshahitaishi : 2 16th August, 1974. 


14th February, 1975. 


Ganashakti : 23rd June, 1974. 


17th July, 1974. 
21st July, 1974. 
Ist October, 1974. 
3rd October, 1974. 
27th November, 1974, 


People's Democracy : 20th January, 1974. 


о 


10. 
11. 
12. 


13. 
14. 


15. 
16. 
. Interview with a khetmajoor of Jaleswar (Colony area) on 22nd October, 


25th August, 1974. 
15th December, 1974. 


> t 


. 23rd Conference Report, W.B.P.K.S. : Maldah, 28th-3rd March 1974. 


DeShahitaishi, 16th August, 1974 
23rd Conference Report, W.B.P.K.S.: Maldah, 28th Feb-3rd March, 1974 


. Secretary's Report : W.B.P.K.S., 24th Conference, Bolepur, 1975, 
Й Secretary's Report : W.B.P.K.S., 24th Conference (Bolepur), 1975. 
. Report of the 16th Session of. the 24-Parganas District Kisan Samity. 


District Census Handbook, 24 Parganas District : Census, 1971, p. 144. 


. Census of India : 1971, Series 22— West Bengal, Part ПА, General Population 


Table, p. 310. 

In the report of the 17th session of 24-Parganas District Kisan Committee 
it was found that Khetowal Samiti declined to pay more than Rs, 3. 50-a-day 
while it appears from Deshahitaishi, 14th February 1974 and my ‘interview with 
peasants that it was Rs. 3.00 that the Khetowal Samiti wanted to pay. 
Interview with Kanti Biswas, a local leader, 22.10.81. 

Interview with Kanti Biswas on 2.8.81. 

The Kisan Samiti demanded. Rs. 30.00 per bigha for entire harvesting 
operation. This means Rs. 7. ‘00 to Rs. 7.25 per day. The rate icd paid 
at that time was Rs. 15.00 per bigha. 

Deshahitaishi, 14th February 1975. 

Interview with Sachin Karmakar, a local leadar of Simulia on 9th August 1981. 
It was certain that a section of striking khetmajoors worked in Simulia during 
thestrike, butit becomes difficult to trace exactly how many khetmajoors 
went there and for how many days did they work in Simulia. A section of 
middle peasant members of Kisan Samiti observed that the khetmajoor of 
Simulia provided 15 days work for Jaleswar Ahetmajoor. But Wahed Box, а 
khetmajoor leader of Jaleswar recollected that about 22 to 23 such khetmajoors 
were provided work іп Simulia stated that they provided 5 to 6 days’ work for 
khetmajoors of Jaleswar. 

Deshahitaishi, 14th February, 1975. 

Interview with A. Mahapatra a local leader, on 16th November, 1982. 


1981. 
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18. N. of the column is 24; 50 per cent of this works out to 12. 
19. Refer Hamza, Alavi, “Peasants and Revolution, “іп А.Е. Desai, (ed). Peasant 


Struggles in India. 


20. The two possible vanguards in E.R. Wolf’s thesis are : (i) middle peasant and 


21. 


(ii) free-poor peasants. See Peasant Wara of the Twentieth Century. 
Report of the 17th Session of the Kisan Samiti of the 24-Parganas, 9th-11th 
June, 1975. b eel 


ASHA S. KANWAR* 


An Interview with Arnold Kettle 


THE PREAMBLE isa brief review of Arnold Kettle's life, work and 
achievement and is both an obituary and a tribute at one level. At another, 
it is an attempt to bring to light the achievements of people who have been 
marginalized on account of the ideologies that operate within institutions 
to maintain the hierarchical systems based on wider distinctions of class, 
race, gender and politcal persuasion. . 

Arnold Kettle was born in London on 17 March 1916, and received 
his education at Merchant Taylors School and at Pembroke College, 
Cambridge, where he graduated with a First Class Honours in English in 
1937. He was then Commonwealth Fellow at Yale University from 1939 
to 1941 and was awarded a Ph.D. at Cambridge in 1942. For the next 
four years, Kettle served asa captain in H.M.Forces which included a 
posting in India; He was appointed Lecturer and subsequently Senior 
Lecturer in the School of English, University of Leeds where he taught 
from 1947 to 1967. Kettle then joined the University College of Dares 
Salaam as Professor and stayed in Africa until 1970. Upon his return to 
England he was appointed Professor of Literature at the Open University, 
where he remained until his retirement in 1981. He lived at Milton Keynes 
with his wife Margot until his death on 24 December 1986.1 

Roughly speaking, Kettle’s writing career can be said to span a period 
of forty-three years, if one takes as a starting point his article ‘Marxism 
and Literature’, written as a student at Cambridge and published in 
University Forward in 1939, to its culmination in the Course Units on the 
nineteenth century novel written for the Open University in 1982, when he 
retired after a long career asa teacher. His publications include a range 
‘of subjects from literature to education, politics, book and film reviews. 
Kettle’s major book, however, is An Introduction to the English Novel, Vols. 
I & II (1951, 53) though he has also written Karl Marx, Founder of Modern 
Communism (1963, second edition 1968) which has been translated into 
Norwegian, Italian and Swedish. Another book that is not so well known 
is Kettle’s Communism and the Intellectuals (1965). Не has edited 
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Shakespeáre in a Changing World (1964) and The Nineteenth Century 
Novel : Critical Essays and Docurients '(1972; revised edition 1981), the 
rést of his output beig evident in lectures for the Open ‘University and 
articles for journals and newspapers. Ай 7ntroduction to the-English : Novel 
Vols. I, II has attained wide curtency'all ‘ovér "the 'angloplione ' world and 
according to Margot! Kettle, his: wifé, ‘it is recommended'in schools and 
colleges in Australia. "Similarly, it 15 easily ‘avdildble in most college 
libiaries and bookshops in India. ” Hutchinsoii have, moreover,’ published а 
cheap edition for students costing ten rupees, which is/ approximately fifty 
pence ій sterling. ' In terms of popularity, I would rank it'above Leavis's 
The Great Tradition and Walter Allen's The English Novel even though -it 
Belongs to the same category, that is, a ‘basic authoritative book on the 
English novel.’ The réason for this is ‘that “The ‘Great Tradition is too | 
selective whereas The English Novel is too general. ‘‘Moreover, The Great 
Tradition, like Raymond Williams’s- The ‘English -Novel from* Dickens.to 
"Lawrence is primarily structured on specific authors, while Kettle’s book 
deals more overtly with specific texts, for example, ‘Emily Bronte : Wuther- 
ing Heights (1847); ‘George Eliot * Middlemarch (1871212). ` 
*' “In spite of this prolific output, Kettle lras'not had that central influ- 
ence within the British academic world that is attributablé to Leavis. One 
reason could be that unlike Leavis, ` Kettle did not have a journal that 
could have been a possible forum for his ideas (it might be argued that- he 
had been on the editorial board of Marxism Today until recently, yet his 
influence was ‘not’ of the dominant kind that characterized Leavis’s ‘in 
relation to -Scrutiny). ‘Moreover, hé was ‘not located at Oxbridge, the 
traditional centre of British academia but, in provincial universities which 
perhaps ‘relegated his enterprise to the sidelines: The general assumptions 
underlying Kettle’s critical practice may be broadly defined as liberal huma- 
nist, an’ ideology that is regarded by some as revisionist.” : Since Kettle's 
approach is eclectic and moderate, it does not command thé attention that 
radical theories are liable to. NO o ss 
Kettle considers himself a teacher first апа it Was his intention to 
reach out to as-many people as possible and it was thus that he translated 
his ideological commitment to practical: terms. He consciously avoids 
using mystifying jargon which he feels, in the: manner of Doris Lessing, 
could result in “a justified reaction against some of the accepted ways of 
‘treating’ literature academically."? Leavis regards education as leading to a 
refinement: in taste and sensibility which: would equip the recipients for a 
‘humane existence’ as opposed to a barbaric one. For Kettle, the function 
of education was to make people aware of the ‘new possibilities in their 
lives’ and to make them ‘more politically conscious’. '' 
Apart from being labelled a left-Leavisite, Kettle is also called an 
orthodox Marxist. Steiner makes a distinction between orthodox Marxists 
and ‘para-Marxists’, using Michel Crouzet’s phrase. These distinctions 
are based on the one hand on Engels’s letters to Margaret Harkness (1885, 
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1888) stating that “the more the opinions of the author remain hidden, the 
better for the work of art while on the other, оп Lenin's essay ‘Party 
Organization and Party Literature" (Novaia Zihn, Nov. 1905) proclaiming 
“Literature must become part of the general cause of the proletariat . . 274 
Steiner defines *para-Marxists' as those who : 

... approach a work of art with respect for its integrity and for the 

vital centre of its being. They are at one with Engels in regarding as 

inferior the kinds of literature which, in Keats’ phrase, have a palp- 

able design upon us.” 
It might seem that this definition is easily applicable to the approach of 
Kettle and hence he should be rightly placed with the ‘para-Marxists’ who 
include Lukacs, Goldmann and ‘Benjamin. But Kettle’s position is, more 
specifically, somewhere between the two, for he shares with the orthodox 
Marxists the view that the Party must exert suitable pressures on the 
regulation of artistic activity. Hence it appears that Kettle's position is a 
kind of via media between the two fundamental principles that underlie 
Marxist literary theory. 

Within the field of literary criticism, Kettle's major contribution is 
to the study of the English novel. In 4n Introduction to the English Novel 
he attempts to trace the trajectory of the English novel over the three 
centuries of its development. By doing so, he is secularizing the ‘canon’ 
thereby giving due importance to writers like Scott, Dickens -and Hardy 
who haye often been bypassed by the dictators of the ‘great tradition’. 
Though Kettle begins with certain concepts that he shares with Leavis on 
the one hand and Engels and Lukacs on the other, his analysis of each 
text goes beyond the limits of this framework and illustrates the fact 
that rigidity is of no avail either in a literary-critical context or in the wider 
sphere of knowledge. His stand can be summed up in his own words : 

Today we feel the need for a new attitude to the traditional divisions 

of knowledge. It can be summarized in Forster’s phrase—‘only 

connect’, And Marxism certainly seeks to connect. We seek а 

connection between the disciplines—between history and politics and 

literature, between the arts and the sciences—we seek to study each 
separate discipline within the context of human development.? 

The present interview was recorded at his picturesque cottage in 
Milton Keynes. Professor Kettle was rather unwell and was more or less 
considered incommunicado at the time. However, he was kind enough to 
talk to me over the delicious lunch laid out by Margot. Among other 

things, he reminisced about old Indian friends like late Mohan Kumar- 
amangalam (former Union Minister) and late Dr. Yudhishtra (Delhi 
University don). The following is a transcript of the brief interview. 
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І, Оп the pecrs at Cambridge.and political involvement, ' 


Well, I became involved in politics very much through the peace and 
anti-fascist movements and joined the Party [C.P.G.B.—Communist Party 
of Great Britain] in 1936 and by 1938-39 was secretary of the Socialist 
Club which was a very large organization and where I learnt active politics. 
And:the point I was going to make is that it -was very much on the basis 
of building up unity among the anti-fascist students and -people, and seeing 
this as the way forward to socialism that I became involved whereas 
Raymond [Williams], who was a few years younger, came into a more 
complicated situation. He came up to Cambridge just as the War began 
and at that time the politics was very different everywhere, including 
Cambridge. І always think that our different ways of approach came 
from that, I’ve always felt it very important to write іп.ағмау that would 
be meaningful and understandable to а large number of people and not 
just to Marxists. I’ve never been much of a theoretician. Му politics 
was very much based on the practical sense of the economic crisis in 
England and the role of the Chamberlain government as well as the rise 
_ of fascism in Spain and Germany. 


II, On Leavis 


Leavis was certainly very important in Cambridge. He had a lot of 
influence on all of us. Its interesting now to look back and ask why. I 
think it was because although Leavis did not have a progressive attitude, 
yet he took literature seriously and he was concerned to link the judgement 
of literature to the judgement and values of life—not exactly in the same 
way as a left-winger or Marxist would do, though a lot of Leavisites were 
also left-wing. 


ЦІ, On the relationship between Scrutiny and the thirties Marxist. 


They overlapped. Quite a number of the Scrutiny people were them- 
selves members of the Communist party and thus the relationship was quite 
complicated. For example, Boris Ford who was active in Scrutiny was a. 
member of the C.P.G.B. Knights ÍL. С. was not a member but was certain- 
ly sympathetic to the Left. Leavis was not an entirely reactionary force. 
Why did so many progressive students flock to Scrutiny and Leavis ? It 
was because leavis did take literature seriously. He ,wasn’t an aesthete— 
he wanted to, link Literature with moral values. This was what appealed to 
us, At the same time, we were very critical of him. 
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ІР, On whether the writing of An Introduction to the English Novel was a. 

conscious attempt to esta the stands of Marxism and Leavisis 

r hi і. pou PE o aug ; 

lt is not conscious at all There were these two nencai 
Marxist and the Leavisite—important ‘to. me and indeed to Raymond 
[Williams]. whose first. book [Reading and Criticism (1950)] is much more. 
Leavisite, than mine. On the: other hand, what I did get from Leavis was, 
this . sense that I didn't want to make too general, statements about litera- 
ture. I wanted to, examine particular pieces , of literature and felt that it, 
was very important to emphasize if the book had any personal impact on 
you rather than just an ideological one. .Our encounters. with the Com- 
munist Party have had their effect but they were both in some ways theo: 
retically contradictory.. But in practice, I. would. write about one novel 
rather than give a general impression, for example, Oliver Twist, applying 
that kind of consideration that one associates with. Leavis though ideologi-, 
cally from a different, point of view.., My-own, aim was that it. should be. 
comprehensible to a large number, of people. rather. than ẹlitist, I suppose; 
Гуе partly got from Leavis тау feeling that literature was more than; ideo- 
logy—was of course affected by ideology but; literature has a reality of its, 
own. Ido not find myself sympathetic to later neo-Marxists who see 
literature as simply or primarily something which a ruling class: ideology 
is forcing onto people, and who see the literary canon as something entire- 
ly.suspect. : There.areiplenty of:suspect things. -aboutithe, choice of. books 
and.literature courses and! things like that.:. What's considered ‘good’ has: 
more political significance than:the people ' who choose: them realize. О 
the other hand, its nob, meaningless:to'ttàlk.about “good” literature. ; Good 
literature hasi,a. particular. value. because ofthe мау, the language is 
used’ andithe effect it : produces o1i-the:reader: I thought this very impor- 
tant. ax NE i l 


V. On the impetus:behind'the writing of ‘Ait Introduction to the English Novel. 


' "' Basil- Willey, Who was editor of Нё literary’ section of the -Hutchin- 
son's University Library and ‘English доп at my College Pembroke, asked: 
me if Га like 'to'write a book about the novel. It is most interesting: how 
little I- thought about tlie theoretical implications of what I was writing. 
What-I wanted was to write’ literary criticis which was closely: bound up, 
with life, ' which was 'Comprehénsible to a’ large number ' of people, and‘ ‘the 
part literature’ could: play in making the world ` progressive: This ‘was the 
general principle. For example, in my first ‘chapter, I developed'some- 
thing about literature and life. ' I've always realized that’ philosophically 
this was not very deeply thought out and was very vulnerable. The last 
thing I had in mind was to write Marxist literary criticism—it would be 
a pretentious thing todo, I wanted to put my abilities to the service of 


AN INTERVIEW WITH ARNOLD KETTLE 59 


the Communist movement and was hoping to break down.the separate 
compartments of literature and life that many intelligent readers keep. 
rep d Wi В , А РА v А r 
VI. On his role as educationalist. ' 
Ive always been a very keen educator wanting to help people 
- improve their lives, to become more conscious and because of the Open 
"University, which I joined in 1970, I had particular opportunities to do 
this. For example, people said they'd no idea they could write an essay 
‘on Emily Bronte. This discovery of new posibles in РВЕ 5. ves, their 
feeling ọf self-esteem is very important. 


VI. On influences from Europe and the Soviet Union, 


i; . From Europe hardly-at all though a bit more from the Soviet Union. 
Lukacs began to be translated in the fifties I think, whereas in the thirties 
and forties he was very esoteric. I’ve been influericed by Lukacs now and 
have great admiration for him. He’s a bit theoretical for my taste, but I do 

. tend to turn to him. Benjamin was scarcely known by us in the thirties 
though I like his book on Brecht and have read essays on him. But I feel 
I haven't mastered him. Ido not know enough about Goldmann. We 
knew about the thirties socialist realists. At Cambridge, there was а 
group of us on whom the main influence was Alick West. We met and 
.talked. about socialist literature and socialist criticism. He was the main 
single influence on me because he too combined this great respect for lite- 
rature because.of its quality of the use of language апі the need to analyse 
particular pieces of literature rather than make general statements about 
‘them and he combined this with a Marxist outlook. My work was affected 
by:the:'whole atmosphere of the thirties. I realized as I grew 9e how 
much we're the products of the thirties. 


. VII. Attitudes to the Soviet Union. 


We were sympathetic to the Soviet Union as a socialist state. I 
: don't think we were nearly as Stalinist as later people came ‘to assume. I 
did not leave the Party [C.P.G.B.] in 1956 not. because-I was a hundred 
per cent convinced that the Russians were right, but on the whole life had 
become better in Hungary. But the same cannot be said of Czechoslova- 
kia in 1968. I’m rather pragmatic іп my view about these things and in 
' general take a fairly liberal kind of stance. І regard Marxism as a huma- 
nist philosophy ‘though: ‘humanism’ : is > regarded as a | wicked word by 
. contemporaty Marxists. Be Б қас, са \ m 
Mn 2 ' M, unus . à қ 
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IX, On feminist criticism. 


It is the most important trend in the last ten years. I wouldn’t like 
to make a very general statement but obviously it has done a terrific job in 
making readers and writers more conscious of the whole problem of 
women and their struggles and we are all being affected by-this whether 
consciously or not. Some narrowly feminist books are not very sympathe- 
tic. But on the whole, they’te doing a fine job in bringing back into the 
reading public's:consciousness a whole lot of women writers who had been 
forgotten. I think theoretical feminism, Шке еүегу other theory, if separat- 
ed from actual practice can be ridiculous. 


X. On Raymond Williams апа The English Novel from Dickens to Lawrence, 


Iliked the book. І до not find Raymond a very accessible writer. I 
find that I rather have to push my way through his books. He says inte- 
resting things but I wish he would say them a little more directly and -less 
in'the passive voice. His criticism is not very different from mine. I think 
.ieis more consciously suspicious of the merely subjective than I am. 
Border Country is.a very nice novel. 


XI. On whether the twentieth century novel is in a state of decline. 


I don't think it is in a state of decline. There are certain developments 
in the last fifty years—certain good and certain not so good—but all are 
. bound up with social developments. I'm neither a socialist realist nor an 
anti-realist as I know young left-wing critics tend to be. -Many of them 


feel that because you can't have literal realism, they condemn the whole : 


concept as misleading. I don't do that and I don't think Raymond 
[Williams] does either. 


XII. The definition of ‘positive values’—an oft-recurring term in An Introdu- 
ction to the English Novel. 


I define ‘positive values’ as life-enhancing values very-much in terms 
of changing historical and social reality. . 


D 


XIII. On second thoughts regarding An Introduction to the English Novel. 


Idonot think I would want to reverse judgements in a theoretical 
way but I would write many chapters differently; ‘for example, if you 
compare my chapter on Tess in this book with the Open ‘University Course 
Unit, you'll see that they are very different. I've been influenced by 
: Marxist structuralist criticism. I would not analyse Heathcliff as the 
proletariat—which is crude. There's scarcely a chapter of that book which 
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І wouldn't write differently but not that I reject the whole thing. I hope 
it has been useful and its grcat advantage is that students understand it. 


XIV. On whether An Introduction to the Novel would be his claim to fame. 


More than anything else, I would like to be associated with the mate- 
rial I һауе prepared for the Open University. That has been my most 
productive period and a task I was suited to do. 


ют ё 


Thc biographical details have been supplied by Margot Kettle. Elmer Borlund 
has documented them briefly in Contemporary Literary Critics (Hong Kong : 
Macmillan, 1982), p. 326. ` 

This may not necessarily be the general opinion among academics, but among 
those holding radical left-wing positioas, for example Terry Eagleton, this 
would normally be believed. 

Kettle, The Nineteenth Century Novel : Critical Essays and Documents (Milton 
Keynes : Open University Press, 1982), p. 6. 

George Steiner, ‘Marxism and the Literary Critic’, Language and Silence 
(Harmondsworth : Pelican, 1969), p. 273. 

Ibid.,.p. 273. 

Ibid. pp 271. 

Ibid., p. 276. 

Kettle says in "The Artist and Politics’, Marxism Today, Vol. 3, No. 5, May 
1951, p. 3: 

A Communist Party cannot remain indifferent or neutral in ideological or 
cultural matters .. . It doesn't do much good simply to tell what they ought 
to write, but that doesn't mean that the pressures of a society should not be 
consciously exerted to try and convince artists that they should be respon- 
sible. . . and indeed more so, because their very articulateness imposes an extra 
obligation. 

Here then is‘a ‘marriage of the Soviet socialist realist position and British 


-bourgeois liberalism. 


Kettle, Foreword, Crisis and Сц Alick West (London: Lawrence and 
‘Wishart, 1975), p. 2. 


A select bibliography of the works of Arnold Kettle has been compiled by 


W.R. Owens, in Douglas Jefferson and Graham "Martin ' (eds.), The Use of 


Fiction (Milton Keynes : Open University Press, ' 11982). 


Book Review 


Drug Industry 


AMIT SzNGUPTA (Ep.) Drug Industry and the Indian People, Delhi 
Science Forum and the Federation of Medical Representatives 
Associations of India, 1986, pp. 339. Price : Hardback Rs. 100 and 
Paperback Rs. 40. 


LIKE MANY other policies of the Indian government, its health policy 
is also not a ‘people-oriented’ one. Тһе drug policy, an important compo- 
nent of the health policy, has always been in favour of the multinational 
corporations, which control a large share of the drug market. It has been 
inhibitory to small entrepreneurship and to the public sector; the latter does 
not receive necessary encouragment from the government. 

The stranglehold of MNCs on the pharmaceutical market is being 
increasingly felt in the Third World. During the last decade or 50, thase 
actively engaged or interested in people's health have been trying to focus 
public attention on the unethical and blatantly profit-oriented practices of 
the multinational drug companies in the Third World and have been fight- 
ing for a more independent drug market. The movement was pioneered 
by people like Salvador Allende of Chile and Zafrullah Chowdhury of 

Bangladesh. Those active in India include such organisations as the 
Medico Friends Circle, Kerala Sastra Sahitya Parishad, Federation of 
. Medical Representatives Associations of India and so on. 

In 1985 and 1986, a number of seminars were held in different parts 
of India to discuss and publicise the existing drug policy, which is totally 
irrelevant to the current health situation in India. This became a pressing | 
issue because the government was threatening to formulate a fresh policy 
and concerned groups considered a public debate essential, prior to its 
formulation. The fact that the government has announced the new Drug: 
Policy in December 1986, without lending even a courtesy ear to the 
demand and that the further concessions announced are a total ‘sell-out to 
the MNCs, makes it all the more important and urgent that the policy 
be widely publicised and the drug action movement be given a larger 
dimension. 

The book under review contains the proceedings of an all-India 
seminar held in Delhi in April 1986 and organised by six groups including 
the Delhi Science Forum and the FMRAI—the joint publishers of the book. 
Although the participants were a distinguished array of representatives 
of the Indian Medical Association, doctors, scientists, medical representa- 
tives, peoples’ science movements, women’s organisations and non-govern- 
ment organisations engaged in health care activities, the attendance was just 
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over one hundred. This reflects the widespread apathy among the literate 
public towards social issues. This is also parily attributable to the awe 
and undue reverence accorded to .the medical profession, despite all 
Illichian attempts at demystification. 

The book is divided into six parts dealing with drug needs of the 
country, irraticnal ard hazardous drugs, pricing policy and marketing 
procedures, and drug legislation in India. The sixth part is a compilation 
of the views of the various participating organisations. Тһе paper by J. S. 
Majumdar gives an overview of the issues involved. The information 

~ presented in most of the papers is well-researched and painstakingly gather- 

ed. It is important to remember that many ofthe facts and figures 

provided here are not published in academic journals and cannot be 
extracted from the industry. 

A large number of pharmaceutical products markeled in India do not 
cater to the needs of the people. А majority of the population suffers from 
infectious diseases and nutritional deficiencies. Drugs needed for treatment 
of infectious diseases like leprosy, tuberculosis and malaria, are always in 
short supply (p. 62) ; moreover, those extensively marketed for this purpose 
аге, the more expensive ones. Formulations, misguidedly labelled ‘tonics’ 
(many of which maybe be better named as ‘vitamin-laced alcoholic drinks’) 
contain unnecessary nutrients or exessive dosages of vitamins. Itis well 
established that these are of no help to a person who, does not get enough 
food to meet her or his daily energy requirements. On the other hand, the 

` well-nourished (an expensive bottle of vitamins capsules is a must on their 
dining tables !) do not need them at all. Yet, vitamins and ‘tonics’ are so 
frequently prescribed that their sale accounts for.16 percent of the total 
- drug market in India (p. 220). 
, Considering that more than 90 per cent of human ailments can be 
“ catered to by a limited number of drugs, a WHO Expert Committee 
recommended a general list of 250 drugs which. are really needed (the 
complete list is provided on pp. 310-327). Taking the country’s needs into 
account, the Hathi Committee in 1978 recommended a little over 100 drugs 
as essential for India (p.26). The government has made no efforts at 
enforcing the exclusive use of such drugs even on the public health front 
(p. 69). ‘On the other hand, a small country like Bangladesh with a zealous 
protagonist like Zafrullah Chowdhary and a determined will, having imple- 
mented such a policy succesfully, has managed to bring down the prices of 
certain drugs (p. 76). 
Needless to say, the concept of essential drug implies the presence 
of non- -essential drugs in the market. The Indian market is not only 
inundated with these, but also with irrational combination drugs, as well as 
with drugs, positively harmful to human health (p. 87-122). Drugs banned 
in many countries are freely prescribed and are equally freely available over 
the counter, in this country. The ‘headache drug’, analgin, a common 
household name sold under such names as novalgin, baralgan, spasmizol, 
ultragin (the list is endless!) is one such hazardous drug. There are many 
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others like high dose estrogen-progesterone drugs, anabolic steroids like 
orabolin, durab olin etc. ; and the quinoline group of drugs present in many 
preparations prescribed for diarrhoea. Many useful drugs, on the other hand, 
are in short supply and even the public sector does not market anymore a 
simple and effective pain killer like aspirin. 

Many available drug combinations have no therapeutic basis, and 
at least one component (sometimes all) are provided in amounts not enough 
to treat even a mouse ! The addition of this small component is a mere ruse 
to boost up the price—and the profit margin. The market has a plethora 
of such drugs and itis humanly impossible to provide a comprehensive 
list, pointing out the irrationality of each drug. 

A question which naturally arises is as to why and how clinicians 
prescribe hazardous, irrational or non-essential drugs. The standard of 
teaching in most of our medical colleges is extremely poor. Moreover, 
there is no provision for continuing education in a field that sees rapid 
advances (the few such programmes that are available are offered by 
pharmaceutical companies!). Standard journals are not only expensive, but 
often doctors show no interest in reading them even when they have access 
to them. Thus, for the busy medical practitioner, the literature distributed 
by representatives of pharmaceutical companies becomes the only way of 
updating their knowledge of therapy and medical technology. False and 
exaggerated claims fora drug, quoting journals and textbooks out of 
context, withholding essential information regarding side-effects of drugs 
are freely indulged in by the industry (p. 176). The incentives offered by the 
compaines to the doctors are to be seen to be believed. 

Little does the patient realise that his life isin the hands of such 
ignorant ‘learned’ people. No doubt, all doctors are not equally to be 
blamed or equally ignorant but the propaganda material of the drug 
companies is good enough to coufuse even the best among them. It is 
difficult even for the most conscientious to know and remember the ingre- 
dients in each preparation and the quantities in which they are present. The 
Hathi Committee recommended the abolition of the brand-name, the name. 
given by a company to its product—and suggested the use of the generic or 
chemical names. (This is the very first principle that every student is taught 
in the pharmacology class but no teacher remembers in it the clinical ward !) 
The drug companies fought this recommendation tooth and nail, with the 
specious argument that this will not allow a doctor to discriminate between 
a low quality and a high quality drug. While the problem of spurious and 
poor quality drugs is indeed а serious one, and reflects the inefficiency of 
the government in tackling it, it is not true that all drugs marketed by 
‘reputed’ companies are of standard quality, nor is it true that those produ- 
ced by small, indigenous manufacturers are always of poor quality. In fact, 
many MNCs only market products manufactured by small indigenous 
producers, appending their brand names. Brand names help to boost prices 
and profit margins. 

Consider, for example, the instance of how a drug is sold at different 
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prices by differént companies (p. 172) With а four to five-fold variation in : 
the price. Тһе example offered is that of an essential drug; in the case of : 
non-essential drugs price variations may be larger. а 
Drug companies 'also árgué ‘that generic ‘names ‘cannot be used where : 
a combination of drugs are provided (p.p. 170-175). However, there are 
. very few disease conditions where drug combinations are really needed and 
' such of these generally have a generic name like, for instance, the currently 
popular à antibiotic co:trimaxozole (popularly. known as, Septran, Bactrium, 
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etc.) х 
i The govérnment's drug policy, a$ mentioned earlier, has been extre- 
; mely inhibitory to the growth and development of the indigenous industry. 
! The licensing policy ‘and customs duty concessions are so haphazard that it 
_ is not conducive to indigenous production of drugs, particularly the bulk 
‘and intermediate drugs. There have been instances, as outlined in pp. 232- 
256, where an indigenous unit or a national laboratory had developed the 
‘technical process for manufacturing a drug, and the very same drug was 
‘exempted from importlevy, allowing the MNCs to freely import it from 
jparent country. Тһе whole .issue ОР: marketing, for profitability, licensing 
and import. policies. and 50 ов, ‘have been dealt” at great length in the 
book. е RES as 

These were some of the о issues discussed at the seminar and 

jp in the book, The whole issue of the government's drug policy 

‘апа the role of the MNCs in it, the ‘anti-people’ nature of this policy and 
‘how it isnot inthe interests of the indigenous industry either, are all 
: brought out very clearly in this book. There is also a brief and timely 
‘reminder of how, till a generation ago, minor ailments and self-limiting 
illnesses were treated by home remedies and how even a common шап now 
'expects a drug to cure him of the common cold ! 

An issue not touched upon in the book, but which should have also 

been discussed; is the. so-called ‘injection: ‘culture’. ‚People in general, 
thanks to private, practitioners and the drug companies, believe that injec- 
„tions are better than oral medicitie. Theré are any number of injectables in 
‘the market which have no ‘excuse- for their existence. Milligram for 
- milligram an injectable is much more costly than its oral counterpart and 
the profit margin is enormous. 
The issue of drug policy and the questionable practices of the drug 
‘industry needs the attention and consideration of medical men and the iaity 
‘alike. The book does not contain any technical terms іһаї һауе not been 
‘explained. ‘We:recommenced it totall those who: ever needed or may need a 
"medicine or even a tonic ! Though priced reasonably we wish the book was 
available at an even lower price. 


- - Dr KAMALA S. JAYARAO 
Former Deputy Director 
National Institute of Nutrition, 
Hyderabad. 





. With Compliments From 


THE MINERALS & METALS 
“TRADING CORPORATION 
OF INDIA LIMITED 


Corporate Office : Express Building, 
` Bahadur Shah Zafar Marg, New Dclhi-110 002. 


Regional Offices At 


DELHI, MADRAS, BELLARY, VISAKHAPATNAM 
CALCUTTA, CUTTACK, BARBIL 
BOMBAY AND GOA 


One of the largest multi-merchandise international trading 


companies of India. 


a ...--.---а-.--е..- а= 


Social 
‘Scientist 





171-72 


August-September, 1987 
THE HISTORICAL PROBLEMATIC OF. THIRD WORLD 


DEVELOPMENT Ф STORM OVER MALKANGIRI ө URBANISATION 
IN SOUTH INDIA ... ` : 


vr 


ISSN 0970-0293 


ADVISORY EDITORS n 

Ashok Mitra S | 

Amalendu Guha Q C [ a 
Irfan Habib в в 

Amiya Bagchi Scientist 
Kishore Theckedath 
Jacob Eapen Monthly Journal of the 
CONTRIBUTING EDITORS Indian School of Social Sciences 
Thomas Isaac (Trivandrum) VOLUME 15 AUG.-SEP. 
Sanjaya Baru (Hyderabad) NUMBER 8-9 1987 


Atis Dasgupta (Calcutta) 
Javeed Alam (Shimla) 

V K Ramachandran (Madras) 
Venkatesh Athreya (Madras) 
EDITORIAL BOARD 
Madhu Prasad 

Utsa Patnaik 

R.R. Krishnan 

D. Raghunandan 

C. Rajamohan 

C.P. Chandrasekhar 
MANAGING EDITOR 
Rajendra Prasad 

EDITOR 

Prabhat Patnaik 
EDITORIAL OFFICE 

423, V P House, 

New Delhi-110 001 


CIRCULATION AND 

ADVERTISEMENT 

B-1, Second Floor LSC, 
J Block Saket, CONTENTS 


New Delhi-110017 
SUBSCRIPTION RATES* А 
Тһе Historical Problematic of 


INLAND Third World Development 


3 years : Rs 150 LOT r 
2 years : Rs 120 Diptendra-Banerjee 3 


Annual: Rs 65 Storm Over Malkangiri : A Note ы 
(Students : Rs 50) on Laxman Naik's Revolt (1942) 
Institutions and Libraries | — Biswamoy Pati, 47: 


- (Annual): Rs 100 А T 
Single copy : Rs 12 Urbanisation in South India : The Role of 


“Rs 3 extra if by cheque — Ideology and Polity l 
—R. Champak p 
. FOREIGN ampakalakshmi* 67 


7 .— (Annual-in US dollars) - - - - BOOK RIVIEW 
AirMail : 50 Feudal Formations 


Editorial Note 1 
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Articles and review express the views of the authors and not necessarily of the editors 
or of the Indian School of Social Sciences. 


Editorial Noie 


THE | FACT that the-spread of capitalism in Third World societies has not 


'led.to tie kind of development which had taken place in the-countries 


‘Where capitalism originated, has been the object of analysis in a host of 
Marxist and'radical writings. In the lead article of the current nutüber of 
Social Scientist, ‘which is devoted to certain themes in history and historical 
perspéctive, Diptendra Baa?rjee re-éxplores this terrain; providesa critical 
suivéy of müch of this literature, and revives the “much-maligned” concept 
of the Asiatic mode of production as an aid to understanding the trajéc- 
tary’ of development of societies like ours. Both the earlier failure of these 
SO¢ieties to make the transition to capitalism despite the proliferation of 
“aiti-diluvian” forms of capital, as well as the emergent clàss-structùre in 


these societies today, characterised, according to him, by the slow growth 


of ait ertlascuilated indigenous bourgeoisie, the collaborative role of the old 
‘rilittg groups in the metropolitan economic network, a partial separatism, 
at'ledst, of peasant producers from theif means. of production, and the 


-Contitiving extraction-on a- significant scale of absolute-surplus labour, àll 


of which contribute to the palpable co-presence of a strong state and a 
weak civil society, аге traced ‘by him to certain specificities ‘of these 


-SOciéties, which the concept of the Asiatic mode' of production sought to 


driw attention to. 

‘Thé'ctux of the matter, aecording to him, is that unlike in other 
pre-capitalist “Modes such as slavery‘and feudalism; the ruling groüps.in ‘the 
Aziati mödė, répresented by the ‘states and its officials and арен.) ?had:no 
diréét o; or indirect Напа in the moanagerherit of the basic prodüction process. 
This méant, ‘on the ‘one harid, that. the old parasitic ruling- groups; could 


align’ ihemiselvés, as Ibng as they got théir motiéy, with‘nietropolitan capital 


when the latter became a "structural -presence” in these sócieties'; ‘on the 


i other Rand, the peasant producérs and’ collective entities, that Had- every- 


інін. Жо lose if their production system were undermined, put up^a fierce; 
бей "Süicidal, resistance, througli a réduction іп their sübsisterice,to thie 


olislàgght ОҒ capitalist penetration. This dual phenomenon, according to 


the author, also explains the atteritidted basis for ‘capitalist, development i in 
post-colonial Third World societies ; it underlies such characteristics as 
the existence of a deformed “lumpen bourgeoisie”, the rampant use of the 
state largesse for conspicuous consumption, and the oyerpohtcmation of 
social life. 

The concept of the Asiatic mode. asa tool for analysing the pre- 
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colonial situation, continues to be highly controversial. The author's 
attempt to extend it forward, as it were, is likely to be even more so. 
Nonetheless, there is no denying the bold and stimulating nature of the 
argument he has advanced. .And his call for a turn to history, to concrete 
studies of the structural mechanisms of pre-capitalist modes of production 
in the non-European world, must be univétsally welcomed. It is a con- 
crete study of this sort that we present in. К. SChampakalakshmi's paper on 
urbanisation in South India. She focusses on two distinct and disjoint 
phases of urbanism in South India. The earlier phase spanning the period 
between the 3rd century B.C. and the 3rd century A.D. was essentially a 
result of external trade leading to the emergence of urban centres which 
меге more in the nature of trade enclaves. Тһе decline of trade around 
the 3rd:century A.D. which ushered in a crisis in Tamil society, also result- 
ed än a discontinuity. The second phase of urbanism, what she. calls early ^ 
medieval urbanisation, can be located within the time-span. of : six centuries; К 
between the 7th end 13th, and differed in significant. ways from the earlier 
phase. > In outlining, -the | social, economic,;and political transformations 
which resulted in the emergence of urban forms in this later phase, she 
specifically underscores the role of religious ideology as offering a “соп- 
sensual foeus for-social life", both rural as well as urban. The validating 
jdeology underlying both socio-political dominance as- well as institutional _ 
permanence was provided by the concept of bhakti or devotion, and the 
instrument of authority through which it was expressed was the temple, 
Which also pen a crucial role in agrarian integration; organisation and 
expansion. - . . 

zs The,13th- 14th centuries mark a divide in the urban history of South 
India when a new pattern of power-relations: begins to evolve. As against 
the unitary culture of the Cola period, the trend i is towards a militarisation 
and fragmentation of political power, which also entail a secularisation of 
political power, and also towards newer forms of economic inter-depen- 
dence stemming from the emergence of merchant enterpreneurs and master 
craftsmen. This last : - phenomenon opens up the question, which has rele- 
vance for, Diptendra Banerjee’ 8 argument as well, namely, did it represent ` 
a step towards -“‘proto-industrialisation” and even "proto-capitalism" in 
pre-colonial India ? . 

,. Finally, we publish an. account by Biswamoy Pati of the Макан і 
‘peasant revolt. of 1942 which is of special interest because the author argues 
that the. ievolt was neither based on a nátrow definition of nationalism, l 
as attributed by many to such peasant revolts, nor focussed on “autono- 
mous" Or local i issues, as some historians of the Subaltern school would 
like to have us believe. 


nd 


DIPTENDRA BANERJEE* 


The Historical Problematic of | 
Third World Development** 


IN PREPARING this essay as the presidential address to one of the 
sections of INDIAN History CONGRESS at its 1986 session, I thought I should 
take up а theme that concerns every one of us in today's much-dishevelled 
non-European world—the angstful chaos that we daily face in our periphe- 
tal societies wreathed in misery, garbage, and crumbs of life. This vast 
question of Third World devélopment/underdevelopment naturally calls for 
work along several different Tines of inquiry entailing manysided, inter- 
disciplinary dialogue and interaction. Asa student of history, however, 
I thought I should try at least to identify in this essay what may be called 
the historical problematic of development/underdevelopment in our Third 
World societies. In taking up this subject-matter, I was also prompted by 
the excellent sectional-presidential addresses delivered earlier to INDIAN 
History CoNGRESS by two of my eminent predecessors—Bipan Chandra 
` [1970] who spoke on the problem of what was then called ‘“moderniza: 
tion” and Barun De [1973] who reflected upon the interaction of coloni- 
alism and nationalism in the iperiphery, both speakers situatirig themselves 
within the broad theoretical universe of Marxian discourse. Finally, I must 
admit I was enticed to enter irito this difficult theoretical terrain by the lure 
ofgrasping the complexities of the dense debate taking place amongst several 
theoretical positions which seek to unmask the nature of what has been 
actually happening for a long time in the silent depths of Society in our 
1 peripheral countries. 


T. HIRD Ww ORLD DEVELOPMENT THEORIES 


. In réviewing the various theories of Third World development form- 
ulated in the highly altered global situation of the post-war era, I begin 
with a brief reference to two early runners in the field, since fully outpaced 
—the “modernization” thesis, ánd the import sübstitution industrialization 
'sttategy [1815] of the United Nations Economic Commission for Latin 
America [ecLa]. While the former promised springtime-for-ever for the 
Third World countries once they would industrialize after the Western- 
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"*This i is the text of the Presidential Address, Section Four, Indian History: Congress, 
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4 SOCIAL SCIENTIST 


capitalist pattern, the latter predicted a spectacular “inner-directed”’ 
development in the periphery once the isis would be administered mainly 
through the investment of private capital and with some State assistance 
(although its analogue—the Mahalanobis project in India under the spell of 
Soviet planning—did not wish to keep the State on a tight leash). 

Based upon the received wisdom of, European experience and the 
*'stages-of-growth" formulations [cf.-Rostow : 1960], modernization theory 
sponsored the "'diffusionist? claim, in keeping with the “dualist” Lewis 
model [Lewis : 1954], that the less developed countries [Lpcs], if they could 
update their "backward" agrarian sector and stimulate their “modern” 
jndustrial sector, would very soon arrive at capitalism (and therefore 
development) via the. same stages through which the Western capitalist 
countries had passed [Hoselitz : 1960; Nash : 1964; and Eisenstadt : 1966; 
see.for a.critique Taylor: 1979]. Modernization thus openly advocated 
the extension of capitalist relations in E iby legislations, proletaria- 
“the backward agrarian sector" for building up, a home market fort manuy- 
factures, and adoption ofthe 1515. At the same time, modernization. Jet 
the neoclassical modifications of the so-called law of co mparative costs 
take care of the Locs’ external trade policy, promising “gains” "flowing from 
the 19th century division of international trade [Corden : 1965; of. Kemp.: Е 
1983 : 172]. 

The explosion of eloquence during the 19508 inspired by the’ ‘painted 
lily of modernization theory also contributed to the.glib talk of е‘ ‘advan- 
tages of backwardness", a term once popularized by Veblen [1939],in. the 
sense that the backward countries could readily take advantage of the 
innovations in knowledge and technology which the advanced countries had 
taken centuries to achieve. If Marx had once spoken of the possibility that 
“backward” Russia might instantly appropriate (without going through the 
modus operandi of Western capitalism) the capitalist knowledge and tech- 
nology developed over centuries, that possibility was however conditioned 
upon а prior revolutionary transformation of the country [Marx : 1984 : 10%, 
110, and 121; cf. Banerjee : 1976 : 875; and Wada : 1984 : 65ff].. Actually, 
it is not the advantages but the disadvantages of backwardness which haye : 
become critical today. In this.age of fast technological change and obsole- 
scence the race between the Lpcs „and the capitalist West.usually « ends-up 
with the “prizes” going to the latter [Elster : 1984 : 41]. Indeed ; those 
LDCS, which were once will-o’-the-wisped into dallying with * ‘modernization 
high-falutin’, now exhibit, if anything, an acute technological dependence, 
what with the control of multinational corporations over advanced tech- 
nology, over the supplies of machineries, spare parts, designs and blue 
prints, patents, etc. However, not many would take modernization seriously 
today, especially after what had taken place in the Lpcs, whose resources 
were opened up on most favourable terms for the ‘Western capitalist count- 
‘ties, in the name of trade and specialization’ under comparative. advantage. 
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The record of modernization experiments in the Third World has been the 
record of. "the disintegration of an idea" , the . idea of economic liberalism 
[Clairmonte ; 19601, l 
RU The Isis of ECLA also functioned. within the wasteland of of the dualist 
modernization perspective. The. 1915 and, the x “class interests that. sustained’ it 
һай Rot. ‘been able to induce the пес: вагу. ‘structural shifts to spur on 
development through. accumulation yia increases in labour productivity. 
Neither. -the modernization theory nor 16) ECLA project ever itried to evolve 
a. class analysis o! of development. Neither tried to explain ; the configuration 
of.class interests in. Which labour. productivity a and accumulation ; жеге largely 


and. widespread pse; ‘of the: modes “of increasing Absolute surplus labour. 
“бден, analyses, to be sure, -would haye, called fo rth a historical exposition 
of t the structural specificities of Third World . societies; but history had no 
niéhe.i Ап the scheme of things sponsored -by modernization and ECLA. It 
А should anexextheless be said in fayour soft the latter һай it did make. а 
significant intellectual contribution by its powerful critique of the neo- 
classical. refinements of the law.of comparative costs, by its formulation. of 
ће; ‘centre:periphery” perspective, and by its exposure of тоу unequal 
exchange i іп Дгаде between the, industrialized ‘ ‘centre’, and. the. ‘agricultural 
“periphery” 1 Jed.to а, оу of resources-transfer from. the latter to the former, 
stifling a an autonomous, economic growth i dn „Latin America [R IR арш) Prebisch : 
1963 
bo the.false dawn of modernization being ѕооп over, the. field has 
long b been taken over Бу a number of competing, and highly stimulating, 
paradigms. of - explanation which, largely . influenced by Marxist ғ and allied 
theory, .have been opening up fresh woods and. new pastures. I cite below 
fonr, such . theoretical perspectives which һауе сарішей significant insights, 
although , not all of these are, as I shall try to show, keenly interested i in 
the, antecedent history , of peripheral Secieties.. This often leads ito the 
formulation of ‘development strategies in Some.of which | the cocks simply 
- Wem t fight. 


World Economy World- System : 

7 “ТР s foolish to take singing lessons from peacocks” : : Andre Gunder 
" Frank seems to be saying in his devastating ‘critique ‘of bourgeois develop- 
ment theories. If you do, you then continue to dance to the tune of “moder- 
nization and development” fostered by metropolitan capital’s liberal theory. 
Look’ at Latin America; its “national” bourgeoisie’ is interested not in 
development’by the overhauling of society, but in fostering the very system 
which. stifles: the country? s economic advance—a system in which the local 
merchants ‘have grown a ‘stake ` in seling the industrial products of the 
metropolis andi in promoting the local Plantation and mining enterprises, 
) while: the indigenous bourgeoisie has got involved i in luxury. production. for 
the ‘local rich and nothing much besides, 
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Frank’s own critique is partly influenced by thé ECLA "centre-periphery" 
perspective [cf. his own “metropolis-satellite” couple; see Booth: 1975] and 
is in a sense based upon the “actual-potential” surplus utilization postulate 
of.Paul Baran [1957]. In fact, Frank generalizes Baran's circulationist 
notions to büild up his thesis of a single organic capitalist world economy, 
in which “development” of the metropolis and “underdevelopment” of its 
satellites are “the opposite faces of the same coin”, “the product of 
asingle, but dialectically contradictory, economic structure process, of 
capitalism”. This global capitalist process, Frank wants to show, 


originated with the rise іп 15th century Europe of “а commercial: 


network" ‘which gradually encompassed the entire earth through the 
"world mercantile capitalist and world industrial capitalist, phases. ‘Frank 
thus posits the dynamic of capitalist expansion in the sphere of trade and 
exchange; which determines a new international division of labour. The 
export-oriented role imposed upon the satellites in this division and the 
appropriation/expropriation of their surplus by the metropolis are at the 


back of development in the centre and underdevelopment i in the periphery. 


"The peripheral economies also become, by the Midas touch as it were, 
capitalist almost overnight, although ina grievously distorted way; the 
*surplus appropriation chain" takes care of and transforms the pre-capit- 
alist modes of production [hereafter the pcmp] of the periphery to’ meet 
the reproductive requirements of the metropolitan economy [Frank ::1969a 
and 1969b]. 

Ineed not go' here into the barrage of criticism that this Frankian 
thesis has prompted all around. The obvious criticism is of course that the 
dynamic’ of ‘capitalist development cannot be located in the sphere of 
exchange” ‘which, as Marx [1967 : 120 and elsewhere] pointed out, can only 
“emanate” from the "social character of production”. In Marxian terms, 
the dynamic of the capitalist mode of А production [hereafter the смр] can 


be identified only in а self-expanding process of accumulation via increasing -` 


labour productivity through continuous innovation in a socio-economic 
milieu in which the relation between the direct producers on the one hand 
and their means of production and means of subsistence- on the other, 
now fully separated, is mediated, by exchange-value. The purely 
quantitative model of capitalist expansion through trade naturally leads to 
‘certain erratic positions. Thus for example the manner of surplus utilization 
‘becomes for Frank а surrogate for the mechanism of surplus extraction; 
or the Marxian notion of "exploitation", which i is a production relation 


of surplus appropriation among social classes; . is overturned to: encompass . 


the relations between countries [see especially Laclau : 1977; Bettelheim : 
1972; O'Brien : 1975; Clarke : 1977; Culley : 1977: Goodman and Redclift': 
1981; and, the brilliant critique of Brenner : 1977]. As Brenner [1977 : 
83ff] has also shown, Frank's later attempt [Frank : 1972] to incorporáte 


f 


a class analysis in the peripheral countries has not panned out well because: 


it still remains saddled with his earlier circulationist approach, 


a 


ТНЕ HISTORICAL PROBLEMATIC OF THIRD WORLD DEVELOPMENT 7 


The majestic extension of the Frank thesis in- Immanuel Wallerstein's 
extremely elegant works [Wallerstein : 1974а, 1974b,-and. 1980] has been a 
great help i in capturing many nuances of. the present-day underdevelopment 
of the ‘Third World. But we.are still. with the same Frankian world-view, 
now only twice-blessed. Wallerstein's sacred. calf, wholly golden, is Exchange 
with capital E, which becomes the deus ex machina. On this logic the cmp 
naturally defines itself ‘as simply a system of production for profit on the 
market". 

In Wallerstein's grandiloquent account, the pre- АЕТ 
world-empires are shown to have been eliminated. by the geographical 
expansion of the trade-based modern world-system, .which also incorporat- 
ed the remaining mini- systems. Beginning its career in 16th century 
Europe, the modern world-system was able to stabilize the structures of 

“core, semi-periphery and periphery” by the middle 17th century. The 
mechanism of surplus appropriation by the core is built upon the power 
of its “strong” States via the operation of “unequal exchange" [Emmanuel : 
1972) and the direct transfer of surplus from the periphery. The latter is 
thus condemned with the destiny of specializing only in agricultural pro- 
ducts [Wallerstein : 1974a]. Wage-labour—pace Marx—is not a unique 
moment of the cmp nor serfdom of feudalism. А. mode of production may 
mask many “modes of labour control” (slavery, coerced cash crop produc- 
tion, share-cropping, tenancy or whatever). It is the regional comparative 
‘advantage of the specialized productions under the pressures of world-trade 
which determines these modes of labour control [Wallerstein : 1974b : 87]. 

_ Here is then Andre Gunder Frank come over fire—new from the mint; 
and it is of interest to note that what has been for Frank an unhyphenated 

“world economy’ ' becomes for Wallerstein a “world-economy” ' tout a fait. 
Indeed the latter insists upon the hyphen, in order to distinguish his concept 
of economie-monde from the notion of economie mondiale or international 
economy, the former showing-that “the world has become ‘one world’ in 
a sense it wasn’t prior to the twentieth century" [Wallerstein : 1984a : 13). 
With all this before-us, it is easy, as a commentator has етиу: remarked; 
to fall into . - i i 

the f “Wallerstein trap" of believing ЛЕРА to be capitalism as long 
asit produces for a capitalist market, for profit—and part of a “word 
. Capitalist system" . . . It is true, of course, that —like your mother— 
there is only one - capitalism—bat it is defined by- its relations. of 
appropriation and not by its relations of exchange .. -[Foweraker : 
. 1982: 101]. 

Wallerstein thus could not РГЕН as Brenner [1977 : 33f] convin- 
cingly demonstrates, the theoretical domain of Adam Smith, in which the 
development of a nation's wealth is bound up with the degree of the division 
of labour, and the degree of this specialization of productive tasks is ultim- 
ately limited by that nation's ttade nexuses. Wallerstein's critique of liberal 
economic model hence leads to a “mirror-image” trap, for his criticism of 
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liberal theory ultiately tàntàmióunts to criticizing that. theory on the 
fafter's own terms; in the lattér’s home*ground [seë especially Skocpól : 
1977 : 1089 ; cf. Brentier * 1977 : 27 ánd 91]. However, itis not énough 
to call Wailerstsif 5 notions “ ‘tied-Sinithian”’ ; they ате. inéreasingly betot- 
ing “a reified tool of eal: -analysis”. “Words”, Ке says; “‘édn be the enémy of. 
understanding and analysis” [19486 : 21]. Indeed, іп tlie vortex of his 
words and concepts, what is turning out to be the prime casualty‘ are the 
Marxian categories themselves. Note the following statement : "Der 
> Otice our unit of analysis shifts from ‘the society- -state to that of 
' €€6tiomic worlds, the entire reification of states, of пайопв,-оҒ classes, 
of ethfiic groups, even of households falls away. They cease beitig 


primordial entities, Platoni¢ ideas, whose real iiature we, must some- ^ 


how intuit or déduce. They become constantly ‘evolving structtirés 


resulting from the continuing development of ‘long-term Jarge-scdle. 


historical’ systéins [Wallersteiri-: 1984c : 183; also 1984b]. ааа 

Thé best Y way “to solve the problem is then to banish tlie problem 
itself: Wallerstein; someone said, solves the problem of “unit of analysis” 
[19744] -чйой8 of: prodüctióR, social formation, natiorstate of Whatever-— 
by banishirig thé unit- altogether. - Of, it becomés ‘the world, (Не universe, 
thé cosmos; But; en; it is “о loüger a ünit; - itis a unity, a vast “unity, 
Hardly rewarditip, this Kind of “holism” 15 no‘niore than “аһ evasioh of tHe 
problem: by rédefining +61115”. The World Capitalist system, let-us agree for 
argunient's sake, may’ defe all ‘périplieral agrarian societies às: capitalist; 
but this*doés' riot show tlie уду tó identify and evaluate the actual ‘Historical 
trarisformations ‘iit these Societiés which : dre ‘said: to have résülted from their 
absorption!into the! global capitalist system [Hobsbatwin 2 1980 : 22]: 

Moreover, it Шау: "fot be áccürate to ‘speak! ОЁ: ‘core’ capitalism’ aga 
single unitary. phenomenon i inso fáras this notion: ооо: the! inténse 
competition. among’ the Westetn capitalist 514165: The modern international 
Statés-system might һауе. been *'itérdependent" With’ Capitalism ; but, às 
Tlieda Skócpól [1979 ': 22] has ` Shown; (Бе "former was ‘neither orbatea: ‘by 
capitalism nér‘iscreducible'to it’ Finally; Апа this is the ‘ point’ in "fich I 
am primarily interested, the teleologically-programmed project. of Frafk 
and! Wallertstéin barishes fróm the agenda the probléiii'of- historical speci- 
ficity of the. peripheral societies: .' Frank; of: Course; has ‘been! foited to 
recognize “(һе divérsity of modes of: prodüctión in the iew world” [Frank : 


1975].- But these antecederit PCMPs; for him às for Wallerstein, ‘have noor . 


only. margiiiàl analytic importarice. . s 

The antecedent historical societies'of the periphery founded upon 
these rcMPs'are for them a fabula ғаза--ог nearly. Théy dre the wombless 
whores of the market-placé dnd:greedily recéive the- éapitàlist ‘world-eccno: 
my, in their passive. bosom! ` The åssúñiption i$ ünäribiguous : the #hteċën? 
dent PCMPs of.the. periphery’ can''scarcély .affect the process ОҒ their 
interaction with.the quaquaversal world-capitalism. The ages niélt! aWay,’as 


the world-economy:comes, sees:and conquers АП. The-peripheral'econontiés ` 
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have no power of resistance; they have no prior history. "Or; if they have, 
that history is as bare as the hell’s backyard. The magic'wand of the 
merchant's capital takes care of their original structural distinctions if they 
_ have any; they are now bulldozed into one vast garden, ready to be plough- 
ed upon by capital. They are the nameless fodder of history, the history of 
the’ rise of world-capitalism. 

Within this emergent “system of total PIE 07 under the world- 
economy, what can vary for Wallerstein is the mode of labour control; and 
it is only this variation that may be partly dependent upon the “material 
constraints" of pre-existing peripheral conditions—such “external” factors 
as ecology (climate, raw materials), demography (labour shortage or labour 
‘abundance),-and partly the state of available technology [Friedman : 1976: 
'J0;and Wallerstein : 1974b : 99]. For the rest, there is nothing in the 
existing indigenous milieu that could matter. Not to put too fine a point 
` "upon it, this ahistorical perspective of the world-systems hypothesis is apt 
to emascülate our understanding of the problems of Third World countries 
with their Jong-distance history, which itself must enter, and more than 
enter, into our overall analytical scheme, for the best of results. 


"Dependency 
-Closely allied to the Frank-Wallerstein univetse of discourse i is the 
Latin American “dependency” theory of the 1960s, which i is still producing 
a noisy, loud, and numerous hum. A kind of its Afro-Asian version has 
„been provided among others by Samir Amin [1976,' 1977 and ,1979]. and 
"Arghiri Emmanuel [19725 In this macro-framework of, analysis, . Latin 
“American dependency is viewed as “а conditioning context of certain kinds 
of internal structures"—a context thrown up by the “formation, expansion 
and consolidation” of the смр on a world-scale [Dos Santos : 1973 : 73]. 
` Marked by a process of “uneven and combined development” [cf. Trotsky : 
1967 : Chapter 1;cf. Dos Santos: 1970, and Halliday : 1974: 17], this 
world-capitalism finds its expression ina new international division of 
labour in which the underdevelopment of peripheral economies is 'fcondi- 
tioned" by the development of core economies. While the latter expand 
through “self-impulsion”, the development of the former, being dependent 
‘upon the latter, can only be “reflexive” [Dos Santos : 1973.: 76]. . ; 

' In other words, the reflexive character of peripheral economies is. 'a 
consequence of their domination by thé cmp of the West. The growth of 
the home market іп the former does not command ‘ 'any special strategic 
` significance", for capitalist imperialism successfully “restricts” the economic 
growth of the periphery “%о mineral and agricultural sectors in order to 
assure raw materials for advanced capitalist nations in their, drive for fürther 
industrialization", thus also keeping down tlie wage ‘level of the indigenous 
labour-force and the price level of raw. “materials [Cardoso : 1982 ; 1141. In 
this situation, trade (unequal exchange) and investment (repatriation of 
profits) enormously augment dependence in .the periphery, as does aid 
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[1975 : x; also 95-107] : 
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[Hayter : 1971; and George : 1976 : Chapter 8], leading to adverse balance 
of payments and debt problems for the Third World countries. 

It is thus in the core, where the cmp had originated, that the central , 
dynamic feature causing change in the world capitalist system as a whole 
is located. Speaking of the African context, Parson [1983 : 42; cf. Bagchi : 
1982] sets the dependency apothegm in terms that can apply to other parts 
of the Third World just as well : І 

It із... not simply that the core is more industrialized, has larger 

individual enterprises, and is more powerful than the periphery which 

determines their definition in the core-periphery context, It is the. 
existence in the core economies of the essential dynamic tendency: 
which creates the distinction, and reproduces it. It is in this most 
` fundamental sense that as long as peripheral countries participate іп 

‘development’ in the context of the developed world system they are | 

more or less permanently subordinated. Their historical derivation, : V 
` relations of production, and intermediary class domination singly and 
together are manifestations of their position, but do not cause it. 

Third World dependency has thus become a “distinct” phenomenon 
(Roxborough :1976 and 1979], widely removed from the Europeán ex- 
perience of transition to capitalism [Furtado : 1973]. This is but a, reflection 
of the "extroverted" development of peripheral Societies under the impact 
of Western capitalist expansion, which “disarticulated”’ the economies of the 
periphery into “atom”. and “microspaces”, and then “asymmetrically” 


integrated the periphery. into the world “market, by promoting export рго- 
duction and import consumption and in the end ‘‘blocki 


а ij and in th ing” its capitalist 
growth [Amin : 1974а, 1974b and 1976],' Hence the incomplete capitalist 
transition for the Third World countries, especially under thé “long ‘dura- 
tion” of the merchant-capitalist domination, which has failed to revolutionize 
the PCMPs of the periphery. ‘Thus the now-famous dictum of Geoffrey Kay ^. 
... Capital created underdevelopment not because it ‘exploited the 
underdeveloped world, but because it,did not exploit it enough. | 
Despite popular, notions to the contrary, some dependency writers are 
"quite aware that the impact of Western capital upon the dependent areas 
has never been “automatic”, but has always been mediated іп” concrete 


reality by local classes, the State, écológical conditions, etc. The more 


critical among them—Fernando Cardoso for example, [1982 : 118]—even 


brand the notion of “the development of underdevelop 
jargon, decked in the distemper ofa mere “play upon 
“has been some “‘associated-dependent. development” in Latin America under 
, new forms of monopolistic expansion , [Cardoso : 1973 and 1982; Cardoso 
,and Falletto : 1979; сі. Kahi : 1976.: 136]. Indeed, the simple hyperbole of 
, dependency. theory cannot possibly account for the emergence from ,the ^ 
19705 of a "vigorous" capitalist industrialization in certain, Third, World 
- countries, Technological, dependence vía the mediation of socíal relations 


x 


ment" asa vácüous . 
Words". For, there 
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is of course another matter [Kay : 1975 : Chapter 6 pace Warren : 1980 : 
179€ devi. 

Ido not intend to present here a review of the critical responses 
unleashed by dependency theory. Critics have shown, for example, that the 
dependency postulate that competition among the Western capitalist coun- 
tries has been eliminated at the advent of monopoly capitalism, which has 
added to their power to keep down deliberately, capitalist development in 
the periphery, has been found to be objectively incorrect [Weeks : 1981]. 
Yet others [Taylor : 1979; Roxborough : 1979; and Foster-Carter : 1978] 
have pointed out that dependency theory lacks conceptual rigour, and that 
its broad-spectrum framework presents no viable operational concepts with 
which to work. It has also been argued that dependency is a poor guide to 
action. Оп the one hand, it shuns all *'short-term" measures to alleviate 
the condition ofthe poorand the hungry inthe Third World, for such 
measures are said to sustain and even strengthen dependency. Thus aid is 
regarded as a device that prepetuates the system that makes aid necessary— 
**the doctor is the disease" [Forter-Carter ; 1973 : 23]. On the other hand, 
по опе knows how and by whom the long-term goal of the dependency 
theorists could be achieved; по one knows how and by whom the much- 

.vaunted “socialist revolution" would be organized [Leys : 1977; Rox- 
borough : 1979, Browett : 1982; and Bernstein : 1982]. 
However, I believe one reason why dependency perspective is trapped 
‘in asterile world of polemics is that it is seldom concerned with the histori- 
cal problematic of the dialectical interaction between the PCMPs of the 
periphery and the expansive urges of Western capitalism." Dependency 
theory has been largely unable to show in concrete terms how the different 
phases of development of the СМР in the West interacted with the antecedent 
modes of production of the periphery. As Goodman and Redclift [1981 : 
49n] observe : 

. This omission is all the more puzzling in view of the valuable historical 
studies of Latin American rural structures, such as slavery and planta- 
tion agriculture, undertaken by authors who later were closely identi- 
fied with dependency ‘model’. 

History and dependency theory seldom came within hooting distance 
of one another. 


Peripheral Capitalism 

И The next major, perspective of Third World development is represented 
‘by, thé nótion of "peripheral capitalism", viewed as a capitalist mode of 
production that is nonetheless structurally different from the cmp of the core. 
It all began with the idea of "the specificity of the colonial system” [Utsa 
Patnaik : 1972] and the formulation of a distinct “colonial mode of pro- 
duction" first mooted by Bipan Chandra [1970], then taken up by Banaji 
[1972]. Magubane [1976] and others, and in the meantime assiduously 
developed by Alavi [1973 and 1975). “Іп the theoretical quicksand of its 
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formulation however the “colonial mode of production" did not prove to be 
_eyen a nine days’ wonder. Banaji [1975] was quick to renounce it; only 
Chandra [1980 and 1981] still seems to be “holding on to it. Aware of фе. 
"theoretical difficulties involved, Alavi [1975 : 190f ] himself had begun with 
the, admission that the “colonial mode of production" could not have been 
in.any .case “а completive unity" or “а self-contained entity"; the notion 
cannot but be understood as,in some sense a product of the metropolitan 
CMP itself [cf. Foster-Carter : 1978: 72; and Goodman and Redclift : 1981: 
„89п]. There is thus no theoretical space in which this awkward notion 
„could be located. 

. Yet the idea that peripheral capitalism is somehow qualitatively, 
different’ persists in the formulation of a single peripheral CMP spreading - 
over various social . formations of the Third ‘World [Alavi : 1980, 1981, 
19822, 1982b and 1985; and Amin : 1974a and 1976]. This seems to imply. 
once again an awkward theoretical position, for the notion tends to signify, 4 
a capitalist transition in the periphery which is almost a transition but not 

‘quite or is not quite like the European transition or a transition that has 
‘gone ‘wrong or has been “blocked”. Things do not improve if one rephrases 
‘the notion as “backward capitalism" [Banaji : 1972] or “а particularly 
‘constricted form of capitalism” [Mc-Eachern : 1976]. Roxborough [1976 : 
PE ] is hence perfectly right in asking : 

Is it the case that peripheral dependent capitalism is a mode of pro; 

düction sui generis, with its own laws of motion? ' If not, why does it 

apparently not obey the laws of motion of the capitalism we know?... 

. Or, „as Goodman and Redclift [1981 : 65] ask: “is the differential 
"зарас of thé metropolitan, cMP upon · е periphery, especially the latter's 
Я Ласк of development, immanent, as Frank, “Wallerstein and some dependency 
theorists would have it, or contingent?". The proponents of' peripheral 
‘capitalism appear to adopt the former position and thus come close to the 
Frank-Wallerstein perspective, which finds. all the answers in the pervasive 
: domination of core over periphery on the world-level. The theorists of 
peripheral capitalism "hence run into heavy weather in explaining how the 
specificities of Third World economies affect and modify the operation of 
the cmp in the periphery. ‘Ihe notion thus loses its distinctive’ specificity. 
Peripheral capitalism becomes an entity which is said to be moved and yet 

not quite moved by tbe logic and dynamics of the CMP. 

Тһе main solution, therefore seems to rest upon Alavi’s notion “of ‘the 

à ll женді г and ."overdeveloped" colonial and post- -colonial State of the 
, periphery, [Alavi,:.1973, 1981, 1982a, | 1982b and 1985]. Surely, Alavi is 
. more .than right in suggesting that. during - the heyday of direct capitalist 
. imperialism, ,formal and informal, ће, colonial State асіей-іп such an 
i overmighty мау, as to give lie, to the liberal notion, of the nightwatchman 
“State. <The. colonial State performed , ће gigantic task of Íntegrating the ku 
PCMPS, of the periphery into the metropolitan. .CMP, changing everything. Jf 
some of the pre-capitalist structures of the periphery still appear to have 


г 
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retained their earlier character and attributes, that is just a formal, superfi- 
cial appearance. Life has gone out of them ; and there is no doubt 
that the ‘interventionist colonial State had undermined by bóth peaceful 
and violent means the inner life of these structures and changed them into 
structures. necessary for capitalist development. Things surely have changed 
after decolonization ; but the post-colonial State continues to play a supre- 
mely forward part, as is shown by the massive State interventions in 
economic life that have become a regular feature of the present-day peri- 
pheral societies. The State can now be best described, Alavi argues, as an 
“overdeveloped” State, that is, in relation to the level of the economy and 
society. x 

To grasp the nature of this State Alavi insists, is to give up the usual 
functionalist interpretations of the State. No longer fully beholden to 
metropolitan capital, the peripheral State now represents a domineering 
presence in civil society and moves in a relatively autonomous style. It 
now successfully mediates the three dominant and non-antagonistic classes 
in society—the industrial bourgeoisie, the landowning stratum, and the 
metropolitan bourgeoisie, this last group, no longer in direct command 
of the State apparatus, representing nonetheless a structural presence. Yet, 
in spite of a certain degree of autonomy enjoyed by this ‘“‘overdeveloped” 
State, it is objectively bound by the logic and "structural imperatives" of 
peripheral capitalism. 

It seems to me however that the entire plotting of the scheme of 
peripheral capitalism has been made, as it were, as faultlessly as would 
have egged оп the envy ofa Hercule Poirot. Just as the 'escape-clause of 
“structural imperatives” has been devised to meet the objection that the 
*overdeveloped'"' State of the periphery seems to be a free-floating entity 
without a class base, which would have done violence to the Marxian 
concept of the State, Marx's eminently descriptive notion of the formal/ 
real subsumption of labour under capital? has been likewise brought into 
service to account for the periphery's full-scale transformation to capitalism. 
Here, again, the plot unfolds in an apple-pie order—the rural society of 
the periphery passing obediently through the two phases of formal sub- 
sumption of labour under capital and then its rea! subsumption. What 
may still appear to be a pre-capitalist form of production (e.g., share- 
cropping) existing here and there in peripheral societies, we are told, can 
no longer reproduce itselfin the old style, for these societies have been 
drawn headlong into the circuit of generalized commodity production 
under real “subsumption [Alavi : 1981 and 1982a]. It is not clear however 
how, why and at what point of time formal subsumption has turned into 
real subsumption. 

The-laws of motion of the cmp are then said to operate inexorably in 
the periphery as well. I fear that the eagerness to sustain this thesis has 
, been at least partly responsible for underestimating the possible part which 
the historical societies of the Third World might have played in determin- 
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ing 'the effects of the struggle between the antecedent PCMPS of the peri- 
phery and the cmp of the core. Most sponsors of “peripheral capitalism? 
appear either to overlook the necessity of analyzing concretely the PCMPS 
of the Third World or to describe them simply in terms of certain catch-all 
categories like Rosa Luxemburg's notion of “natural economy" [Luxem- 
burg : 1951 : 402] or the idea of an all-embracing “feudalism”. Even such 
а cautious writer as Hamza Alavi’s characterization for example of pre- 
colonial India as “feudal” seems to have been based upon very thin evi- 
dence indeed and overlooks the growing literature that critically confronts 
the “feudal-India” thesis [see e.g. Byres and Mukhia (eds.) : 1985; and 
Leach et al. (eds.) : 1985]. Likewise, several participants in the fascinating 
Indian debate on “the mode of production in modern Indian agriculture" 
(2 mode of production located only in the agricultural sector ?) have to а 
large extent based their analyses [see for summaries of the debate 
-McEachern : 1976 and especially Alice Thorner : 1982] upon the armchair 
idioms of precolonial India’s “feudal” or '"semi-feudal" mode of produc- 
tion. [Í have always been extremely baffled especially by this "semi", as 
by Andre Gunder , Frank's widely-used "'feudal-seeming".] Although many 
of these observers as wellas the theorists of peripheral capitalism are 
superemely alert about new facts, history forat least some of them has 
still remained a scandalously neglected arena. 


Articulation 

The fourth interesting perspective of Third World development, 
provided by the thesis regarding *articulation" between the СМР and the 
PCMPS, also believes in the invariant logic and dynamics of capitalism ; 
but it considers articulation as historically contingent. If the logic o 
capitalism i is a constant, 

what is variable... must be the other half of the articulation, 

viz, the pre-capitalist modes of production [Foster-Carter : ME 

5L... 

. Although capitalism, “а!геаду full аен has been brought from 
the outside i in the periphery, Pierre-Philippe Rey likewise warns us, it would’ 
not do to analyse its development in the periphery "solely from the point 
of view of its laws of development" [Goodman and Redclift : 1981 : 66]. 
The best version of. articulation theory thus calls for, happily, some subs- 
tantive work оп (һе pcmps of the periphery in order that the nature of 
their articulation with capitalism in the modern Third World social forma- 
tions, can be grasped in concrete terms. For, in spite of the pervasive 
impact of world-capitalism on peripheral societies, their antecedent _ 
mode(s) of production have somehow gone on living—living and partly 
living. 

Theoretically, articulation has prowered under the comfortable 
sunshade of the now-popular Althusserian conception of a social forma- 
tion sheltering more than one mode of production, Thus the Proponents 
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of articulation theory [Terray’: 1972 ; Bettelheim : 1972; Poulantzas: 1974; 
Laclau : 1977 ; Meillassoux : 1980 and 1981 ; Wolpe : 1980a and 1980b ; 
Dupre and Rey: 1980 ; Bradby : 1980 and others] find it convenient to 
‘speak of -a Third World social formation being marked by a symbiotic 
relationship between dominant capitalist and dominated pre-capitalist 
modes of production (cf. Roxborough : 1976 and 1979 ; Foster-Carter : 
1978 ; Taylor: 1979; Roychowdhury : 1985 and others] The mains- 
tream of articulation theory moves along with the view that in a peripheral 
social formation in which the ‘cmp is not diréctly predominant (although 
the formation may be subordinated to it), the main tendency is the “сопвег- 
vation-dissolution"" of itsearlier PCMPs. In a formation in which the CMP 
is already predominant, the dissolution of the antecedent PCMP becomes 
the major tendency. This is accompanied simultaneously by a “secondary 
tendency" of "conservation-dissolution", in which the antecedent mode is 
` “restructured” (partly dissolved) and thus subordinated to the dominant 
‘capitalist relations (and so conserved)" [Bettleheim : 1972: 296-98]. If 
all this looks much too schematic, it remained for Wolpe [1980a] to 
specify the way in which the longevity of the modes and forms of produc- 
tion and their articulation in a social formation can be meaningfully 
grasped, that is to say, in terms of what he calls an “extended” definition 
of the category of mode of production, in other words by the test of 
whether or not a mode or form of production under articulation is still 
moved by its original mechanism of reproduction, 

Articulation thesis is however not free of theoretical difficulties. 
Most exponents of articulation believe in the cmp’s ultimate destructive 
power, with the implication that the process of articulation becomes a 
process of transition to capitalism, if somewhat extended. For Poulantzas 
[1974] forms of articulation indeed look like “transitional forms". The 
problem has not been greatly solved by Rey's three-stage periodization 
either. This scheme speaks first of a phase in which the links between the 
СМР and the PCMPs аге limited to the sphere of exchange, reinforcing the 
latter ; in the second phase the CMP “takes root" and still maintains the 
рсмрв under its overall direction ; and the final phase, a matter still of the 
future, is. expected to be marked by the total dissolution of the PCMPs, 
when peripheral societies turn fully capitalist [Foster-Carter : 1978]. Àn 
almost teleological programme no doubt ; only the final capitalist transi- 
tion of the Third World turns into la longue duree. 

The problem then is the problem of finding out how and when the 
cup takes root in Third World societies and yet maintains and articulates 
the restructured forms of the latter foralong, long time. For Alavi 
[19822] however this is a lifeless articulation. Which society, he asks, does 
not inherit its past, in some form ? If however the past has already been 
“restructured”, it isno longer the past, despite “the illusion of continuity” 
which may only superficially mask the real subsumption of labour under 
capital in today’s Third Wo rld, It has also been criticized that articulation 
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theory Hered, brings forth by the backdoor the bourgeois notion of “dual 
economy”, once. „propounded by modernization thesis [Вапајі : 1977 ; and 
O'Laughlin : 1977)... The charge appears to have been well met by Wolpe 
[1985 : 918], who underlines the role of social processes in generating 
Telations between “different modes and forms of production in a social for- 


‘mation, the relations of articulation thus becoming relations of transfor- . 


‘mation of the modes and forms of production involved in those relation- 


ships. Even the "functionalistic" interpretation of articulation does not ` 
alter the problematic, although it is strongly denied that the PCMPs persist ` 


because they, -are at one point functional for capital [Wolpe : 1980a : 40]. : 


‘The process of conservation-dissolution, which provides the framework of : 


"transformation, cannot be precluded by the so-called functionality of the ' 


qelationship. 

nistic, contradiction" ' between the cmp and the pcmps [Alavi : 1982a : 174] 
„appears, to be. unwarranted. It is precisely the problematic of contradic- 
ion which the. ‘articulation theory emphasizes and specifies. As Foster- 


Carter [1978 : 56] shows in his exposition of Rey, the problematic is: 


basically that of 
, the articulation of two modes of piaduction: one of which establishes 


Е its. domination over the other...not as a static given but as a 


"x , process, that is to say, a.combat between the two modes of production, 


with confrontations and alliances which such a combat implies : соп-: 
frontations and alliances essentially between the classes which these. 
‘modes of production define. 

This of course is the best version of articulation [cf. also Wolpe : 


aT ee: 


719804) and can be said to have been close to Brenner's position—this - 


-objective combat between the domineering classes of the cmp, bent upon 
.continuous.accumulation via increasing profitability, and the producing 
,classes-of the PCMPs, по less.bent upon continuing the production of use- 
. yalue, via'-their non-market access to the means of production and subsis- 
„tence. } This opens up the possibility of coming away from that one-way 
-street of.introspection in which the PCMPs are seen as being directly stamp- 
.-eded by the cmp at their first- encounter. Analyses that take for granted 
athe utter passivity of all the PCMPs and the classes defined by them, in the 
. "face: of а dynamic capitalist onslaught, have thus по place in the best 
versions of articulation theory. Articulation is historically contingent and 
calls for:what; has,been termed “а case-study approach to capitalist гепе- 
‘tration of peripheral. formations, asa prerequisite possibly of a wider 
| théoretical framework" [Goodman and Redclift : 1981 : 66]. What the 
« articulation .theory still lacks are the concepts and categories required to 
‘rymdertake concerete. analyses of the cMP-PCMP relationship in a Third 
"World society. But then it is principally by historical case-studies, by 
` ‘rehabilitating history itself that articulation thesis can turn into а EE 
" seasoned with salt, 


= . Alavi's ‘second criticism that articulation glosses over the “antago- ' 
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STATE AND CIVIL SOCIETY 


Although no theoretical consensus in the aforementioned debate on 
Third World development seems to be in sight, almost all the participants 
agree that capitalist expansion in the Third World has not brought forth 
the kind of development that had taken place long ago in those Western 
countries in which the cmp was born. The Third World still remains а 
vast area of lost schedules and. deferred hopes. Some critics are hence 
compelled to feel that the original transition in the West is “а special case" 
of capitalist transformation [Bernstein : 1977 and 1982 ; cf. Amin : 1974a, 
1974b and 1976]. The "progressivist" Marx, who is said to have postulated, 
especially in The Communist Manifesto, а straightforward capitalist transi- 
tion of the entire globe at the magic touch of capitalism bursting forth 
from the West, had thus gone wrong: 

Marx however might not have gone wrong, itis sometimes claimed, 
but for the destructive intervention of colonialism. This of course is a 
manner of saying that Marx had actually gone wrong because colonialism, 
child of Marx's European capitalism, has not developed the Third World 
but has led to its underdevelopment, indeed "active underdevelopment" 
[Rodney : 1972]. It is often claimed that at least some of today's periphe- 
ral countries, India for example, had reached, before colonial intrusion, 
a stage analogous or comparable to that of late Tokugawa Japan, repre- 
senting an economy and society based upon large-scale commodity produc- 
tion in agriculture and industry and an expanding accumulation of the 
merchant's capital—in other words, an advanced "proto-capitalist" stage. 
Had'not colonialism stepped in, these countries would have turned 
capitalist on their own, as had indeed Japan [see ср. Chandra: 1981 : 
67ff ; Raychaudhuri : 1968 ; cf. Prabhat Patnaik: 1975 : 53; see also for 
a revised opinion Raychaudhuri : 1982 : 16 and 33f]. Resource-rich Russia 
and Latin America, says Frank [1969b : 11], could not industrialize 
because they were "'satellized" ; but resource-poor Japan could because it 
was not colonized. - 

I do not wish to characterize these polite falsettos of historical 
speculation as the “nationalist mythology” of the Third World [cf. Warren: 
1980: Chapter 7]; no onecan deny the vast drain of resources from 
Third World countries under colonialism and its many-sided impact upon 
their later history. But the problematic of development today cannot be 
possibly tackled by theories decked in historical might-have-beens. To be 
sure, these speculations now call for a quick sumpsimus—something like 
what has been expressed for example by the perceptive formula given us by 
Samir Amin [1979 : 16]: 

Unlike the countries of the centre, where the ‘agricultural revolution’ 

preceded the ‘industrial revolution’, the countries of the periphery 

have imported the latter without having started the former stage. 

There is however more to this descriptive apothegm than apparently 
meets the еуе. Why was it that despite a spectacular quantitative expan- 
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sion of numerous “antediluvian” forms of capital and wage- -labour in many 
pre-colonial peripheral societies, there did not emerge here that structural 
breakthrough, that Aufhebung, that "acceleration of history", which could 
have released the labour-force from the mainstream, agricultural sector ? 
There must have been then something in these societies that had held back 
this transition. Herein I think lies the crux of the matter. Without a 
grasp of this problem, no amount of work on the impact of world-capita- 
lism, singly and on its own, can account for the emergent class-structure 
of undetdevelopment in today’s Third World—a class-structure characteriz- 
ed among others by the non-sepáration (or only partial separation) іп 
many cases of the peasant producers from their means of production апа" 
subsistence ; the continuing extraction to a significant scale of absolute 
surplus labour ; the collaborative role of the old ruling groups in the 
metropolitan economic network ; the slow and curious growth of a eunuch 
indigenous’ bourgeoisie, etc. As I shall try to argue, this also signals a. 
problematic of a strong State and a weak civil society in the Third World. 

' It has now been found that peasant household production has beén 
more or less resistant to capitalist penetration of agriculture almost every- 


where, even in Western Europe till as late as the 1950s. Yet, in the case ` ` 


of Western Europe, it cannot be seriously argued that peasant success in 
resisting elimination for a long time posed a kingsize obstacle in the indus- . 
trializing countries there [see for an analysis of the relevant literature 
Goodman and Redclift : 1981: Chapter 1; cf. Hobsbawm : 1980: 20f]. 
‘This is not exactly so in peripheral countries ; there the peasant household 
producers did put upa Chinese Wall to capitalist expansion, even at the 
expense of self-inflicted cuts in subsistence. 

It is here that the much-maligned Marxian concept of the. Asiatic 
mode of production [hereafter the AMP] can be of some help. In contrast 
to the productive process of other PCMPs (e.g., slavery and feudalism) in 
which the ruling class was a direct or indirect participant, either fully or 
in part, the mainstream productive process in the non-European countries | 
classified by Marx as belonging to the AMP was as a rule out of bounds 
for their ruling groups, represented by the State and its officials and agents. 
These ruling groups, when necessary, could of course add to their exactions 
by increasing what Marx called absolute surplus labour/product through 
coercive methods, even by sheer loot. But they had no direct or indirect 
hand in the management of the country’s agricultural economy ; it was 
‘not they who could usually decide about the kind of labour and techno- 
logical inputs that would be ‘applied within the peasant economy, which 
was almost exclusively a business of the peasant household producers 
organized under the village communities and other collectivities. Тһе 
ruling groups did not possess any in-built means to determine, control or 
influence the concerete day-to-day management ofthe village economy., 
They had therefore no real stake in the mainstream productive system ;. 
they were interested only in extracting a lion’s share of the country's tax/' 
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rent. For them any production system giving them their money would 
do. Nothing thus stood in their way to prevent them from aligning with 
metropolitan capital when the latter became a structural presence in the 
periphery, provided that they would continue to draw absolute surplus 
labour/product in one form or another under metropolitan benevolence. 
Likewise, the indigenous class dramatically baptized by some as the 
*proto-bourgeoisie"—actually the usurers, merchants, manufacturers, etc. 
whose usual activities were, as Marx showed, designed mainly to outbar- 
gain and hoodwink the customers and make money by hook or by crook— 
had very few interests in the maintenance of the mainstream peasant pro- 
duction. Jt was not difficult for them to get lost in the metropolitan 
economic network and turn later into eunuch capitalists. 

But the peasant producers and their collective entities of the AMP 
had а world to lose if their productive system were undermined by the 
onslaught, often violent onslaught, of Western capitalism. І believe no 
óther notion equals the AMP in explaining the fierce, sometimes even suici- 
dal, resistance of the Third World peasants to capitalist penetration. To 
defend their mode of production, they could even "exploit" themselves. 
Witness how they tried to survive by choking their own coal chute, as it 
were ;they did try to survive in the suffocating milieu generated by the 
classic process of "agricultural involution", as in Java [Geertz : 1963]. 
When the peasant households are forced, under tbe predominance of 
exchange-value, to produce this or that commercial crop or work under 
the “putting-out” system, they often show an extraordinary ability in Third 
World countries to survive by undergoing extreme increases of absolute 
surplus labour. Or by supplementing subsistence agriculture by other 


‘occupations. Here lies the source of the recent emergence of а class of 


people named by Person [1983] as the "'peasantariat"— part peasant and 
part proletariat—who constitute a new work-force with a very low wage, 
the necessary cost of their social reproduction being met by drawing upon 
the income of their family production in the rural sector. 

‘Given the historical heritage of countries belonging to the amp and 
given the absence of a developed civil society in such countries, as theoreti- 
cally implied in the concept of the АМР, the peasant "defence" against 
capitalist onslaught is apt to assume various community-oriented modes of 
action. Speaking from the point of view of the “subordinate” peasant 
masses, Chatterjee [1983 : 334] has well remarked : 

In all political formations in which there exists an institutionalized 

sphere of class domination based ultimately on the direct superiority 

of physical force, it is in constant battle against subordinate forces 
seeking to assert (perhaps reassert) an alternative mode of power and 
authority based on the notion of the community. 

With the breakdown of social harmony caused by the loss of a world, 
such community-oriented modes of action may very well assume various 
micro-collective forms, representing the historical. continuities of such 
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individual and social relations as are informed by the besotting principles 
of caste, kinship (what the Weberians now call ethno-clientelism) religion, 
regionality, etc.—relations which could not be eliminated in a weak civil 
society. Though not co-equal to class, these beliefs cannot simply be 
wished away as expressions of “false consciousness”. They constitute an 
important structural presence in Third World societies and may well hold 
back the growth of a class-in-itself into a class-for-itself.’ 

In any case, peasant resistance to capitalism in Third World countries 
has been at least partly responsible for the shape of things which the .class- 
structure. of underdevelopment has been assuming there. On the one hand, 
peasant resistance has kept significant masses of use-value—labour-power, 
land and natural resources, means of production—outside the sphere of 
capital accumulation. On the other hand, the ruling classes have been glad 
in exploiting the peasant proclivity to cut down subsistence or supplement 
it by other occupations ; this helps them maintain ап extremely low-wage 
structure in labour-intensive ventures. Тһе same situation has made the 
merchants, usurers, manufacturers and their likes reluctant to adopt labour- 
saving methods and introduce fixed capital, which might have made them, 
they know, somewhat vulnerable to the market forces. As Brenner [1977 : 
84f] has forcefully argued, the market for capital goods and even consumer 
goods consequently remains largely undeveloped, with an unproductive 
growth of luxury manufactures for the local rich. Thus, 

it was the class-structured character of the profit opportunities which 
determined that: 1. there would be relatively little investment even 
in the home industry (the mines and plantation) ; 2. what industrial 
production there was for the home market would be carried on 
largely in the metropolis because it could be more profitably organiz- 
ed there, leading to a flow of investment funds from periphery to 
core ; 3. there would be considerable expenditure on luxury produc- 
tion which would not increase the productive capacity of the system. 

Herein also lies the failure of the indigenous bourgeoisie of peripheral 
Societies to initiate оп its own a historical-structural advance of the pro- 
ductive'process. This excellent bourgeoisie contributes to the domination 
of'metropolitan capital by refusing to undertake the advance of fixed 


capital in the sectors influenced by world market demand, while in the `` | 


remaining sectors of the economy it cannot but support export production 
through cheap labour-power, with little accumulation to increase relative 
surplus labour via improvements in the forces of production. No wonder 
it remains generally unable to forge a structural differentiation between the 
mercantile, industrial and financial modes of accumulation. In many a 
post-colonial peripheral society, it is thus forced to tread a path that is 
marked simultaneously by collaboration with and opposition to metro- 
politan capital. Despite the recent significant growth of indigenous capital 
in some of the Third World countries, the local bourgeoisie still continues 
to look towards the State as the main instrument of industrial development 


t 
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rather than build up on its own a production-oriented civil society. In 
Gramscian terms, it has not been able so far to cross even the “corporate” 
stage ; it is still the “раввіуе” agent of change. 

Р Ithink this deformed character of the Third World bourgeoisie, 
Frank's "lumpenbourgeoisie", if you like, or Akeredolu-Alc’s “drone 
capitalists”, more than justifies Frantz Fanon's utter disgust at its lacklustre 
action parameters, whether or not one tends to accept his claim about the 
revoltuionary potential of the peasants of the periphery. 

The bourgeoisie of an under-developed country is a bourgeoisie in 

spirit only. It is not its economic strength, nor the dynamism of its 

leaders, nor the breadth of its ideas that ensure its peculiar quality of 
bourgeoisie. Consequently it remains at the beginning and for a long 
time afterwards a bourgeoisie of the civil service. It is the positions 
that it holds inthe new national administration which will give it 
strength and serenity. ... From the beginning the national bour- 
geoisie directs its efforts towards activities of the intermediary type. 

. It does not go in for investments and it cannot achieve that accu- 
mulation of capital necessary to the birth and blossoming of an 
authentic bourgeoisie. At that rate it would take centuries to set 

on foot an embryonic industrial revolution...[Fanon: 1965: 

143f]. 

Written exactly a generation ago, іп 1961, this might seem today a 
little overdone ; but the point is well made. Неге in the Third World does 
work the hobgoblin of little minds, adored by little leaders of the economy, 
the faceless bourgeoisie on the run ! 

The dependence of the Third World bourgeoisie on the largesses of 
the State has naturally added to the power of those who control the State 
machine. In many of the post-colonial, peripheral societies, the expansion 
of the State sector seems to һауе been accompanied by some private accu- 

: mulation of wealth among the bureaucratic, professional and intermediate 
classes. It is easy to imagine how in this milieu the investment funds would 
be sometimes whisked away, under manipulations of what appears largely 
to bea rentier State, for consumptionistic purposes including real estate 

. speculation ; indeed even government consumption would sametimes mask 

a good amount of private consumption. Speaking for d cc of Nigeria, 

Claude Ake remarks that the State here ' 

. appears to intervene everywhere and to own virtually everything 
including access to status and wealth. Inevitably a desperate struggle 
to win control of state power en3ues since this control means for 
all practical purposes being all powerful owning everything, Politics 
becomes warfare, a matter of life and death [cited in Joseph : 1983: 
24]. 

Whether or not this profile is universally “applicable to today’s peri- 
pheral.societies, it surely brings to focus one of their crucial features—the 

overpoliticization of sociallife. It is this insight that has been captured I 
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think by Hamza Alavi's aforementioned notión of the *overdeveloped" 
State in post-colonial Third World countries. 

І may recall in this connection how young Marx, in tackling the 
Hegelian concept of bureaucracy as the universal class, had shown in 1843 
the possible historical conditions in which bureaucratic domination would 

. be quite a possibility—the conditions in which the absence of a civil society 
under a hegemonic class ensures a kind of bureaucratization of the State, 
which is prone to acquiring an autonomous status superimposed from 
above [Marx : 1975a : 44ff, 86f and passim]. In The German Ideology Marx 
and Engels showed that 

the impotence of each separate sphere of life' (one can speak here 

neither of estates nor of classes, but at most of former estates and 

classes not yet born) did not allow any one of them to gain exclusive 
domination. 

Marx and Engels were speaking here of early modern Germany and 
of the stalemate in Ив unformed class relations. The "inevitable conse- 
quence" ofsucha situation, they said [Marx and Engles : 1976a : 195], 
was that the special sphere responsible for the administration of public 
interests ` ` i 
і acquired an abnormal independence, which became still greater in the 

bureaucracy of modern times. Thus the State built itself up into an 

apparently independent force ; and this position, which in other 
countries was only transitory—a transition stage—it has maintained ` 

in Germany until the present day. . І 54%; 

i Thus Marx would allow a long-term sway of an overdeveloped State 
in the historical conditions of a stalemate produced by relations of unclati- | 
fied or of course unformed classes. ` In other words, the more the post- . 
colonial peripheral societies would undergo clear-cut class formations, the 
more the overdeveloped State would tend to lose its autonomy. 22” 

-© What is critically significant about Alavi's emphasis on the centrality : 
of the State located within the set groove made out by the “structural ' 
imperatives" of peripheral capitalism—which exposes a societal life of 
overpoliticization—is that it implies the notion of-a weak or non-existent 
civil society, a burgerliche Gesellschaft which in the West was beholden to 
the production principle of a rising bourgeoisie It goes without saying - 
that the growth of a civil society in peripheral countries was held back by 
the lack of an individual-oriented bourgeois economic development during 
the colonial period. But it is still more important to remember that the 
historical-structural bases of a civil society ‘had always been exceedingly 
frail during pre-colonial times, in the midst of a non-individualistic, com- 
munity-oriented way of life, ‘activity and production existent especially in 
societal structurés dominated by the amp. No wonder hence that even the 
expanding, sometimes spectacular, mercantile activities in many of ће: 
non-European societal formations during the late pre-colonial times were .' 


"unable to produce а civil society founded upon the model of the ideal 
koe : ME ЖЕР 
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homo economicus, а society unfettered by any limiting specifications of 
wealth-making production and work [cf. Marx : 1973 : 103f and 327f ; and 
Marx : 1970 : 158]. 

! Thus, I may mention Marx’s own exposition of why even Spain, 
in spite of all its glamorous mercantile forays into many parts of the world 
in early modern times, ultimately turned itself into an “also-ran” in the 
race for capitalist leadership. This was because Spain failed to generate 
what Marx called “the common sway of civil society” under a hegemonic 
bourgeoisie. In certain European States during the 16th century 

absolute monarchy presents itself as a civilizing centre, as the initia- 
tor of social unity. There it was the laboratory in which the various 
elements of society weré so mixed and worked as to allow the towns 
.to change the local independence and sovereignty of the Middle Ages 
for the general rule of the middle classes and the common sway of civil 
sociely. In Spain, оп the contrary, while the aristocracy sunk into 
degradation without losing their worst privileges, the towns lost their 
medieval power without gaining modern importance. І 
Spain for Marx was however а feudal country in which “absolute 
monarchy first arose in its most unmitigated form" ; compared to it, the 
pre-capitalist societal structures of the Third World would be all the more 
littered with the elements that are apt to inhibit the growth of a civil 
society. Nevertheless, Marx said, 

the absolute monarchy in Spain, bearing out a superficial resemblance 

l to the absolute monarchies of Europe in general, is rather to be 

7 ranged in.a class with .Asiatic forms of government [Marx : 1980: 

395 f; emphasis added]. 

Why ? If “oriental despotism” is a variable of the АМР, then Spanish, 
despotism, classed alongside the former, generally moved in a non-interven- 
tionist, pianissimo style, with little concern to build up a developmental 
infrastructure, provided that it could fatten itself regularly out of the lion's 
share it appropriated from the country's total tax/rent [Banerjee : 1985b : 
171 ; and forthcoming]. . 

"The oriental despotism attacks municipal self-government only when 

opposed to its direct interests, but is very glad to allow those institu- 

tions to continue so long as they take off its shoulders the duty of 
i doing something and spare it the trouble of regular administration 
' [Marx : 1980 : 396]. 

The cofimunity-oriented. milieu of peasant household production in 
which the producers had a direct, non-market access to their means of 
production and subsistence ; the general self-sufficiency of the village com- 
-munities at the base, with a very thin ‘connection with the outside non- 
agricultural sector having a different division of labour in the country as a 
whole ; the lingéring persuásions of such collectivities as caste, kinship 
and ‘religion ;. and the distant political superstructure built by force—these 
cand other features of the AMP, unsurprisingly enough, ensured the absence 


eo 


24 SOCIAL SCIENTISE 


of a civil society beholden to the ethos of capitalist production in pre- 
colonial peripheral countries. 

It was more or less a similar perspicacious insight tliat was also 
captured by Antonio Gramsci's now-celebrated problematic of civil society, 
which for him is the pronounced meeting-point for superstructure and 
structure, the site in which the classes daily mediate with each other, the 
arena ih which rages the real storm of life. In the West, the advanced 
capitalist sector of the world upholding the values and norms of a bourgeois 
way of life, 

there was a proper relation between the State and civil society; and 

when the State frembled a sturdy structure of civil society was at 

once revealed; 

and it was this civil society which readily came to the defence of the State 
in times of crises. In contrast, in Russia, Gramsci’s East, a "semi-Asiatic"' 
formation, the political moment held the whip-hand; and civil society was 
“primordial and gelatinous”, still under the persuasions of various extra- 
economic, natural and ҚТАР bonds. Implicit surely іп Gramsci's an- 
alysis is the relevance of his conception of the East for other “Asiatic” 
societies besides Russia, the “backward” and “colonial” countries іп which 
the precapitalist forms of production “are still in vigour”. It is not known: 
whether Gramsci had ever studied Marx’s concept of the АМР; but he dou- 
btless intuited the inner life of this notion. In the East, he said, the State 
was "everything"; that i is, “overdeveloped”; ergo with hardly any support in 
society [Gramsci : 197 Г: 238]. The amorphous character of civil society 
here ensured the tradition-bound passivity of the national forces: In these 
circumstances, colonialism and the rule of world-capital are apt to lead to 
“social disintegration in the East and the oppression of its people [Ibid : 
183]. 

"If, as is s generally agreed, Russia during the late 19th and early 20tli 
centuries was what today is called an Lpc, then it may be said that one of . 
the major problems faced by the Bolshevik regime in the aftermath of the 
revolution was the lack ofa developed civil society, what Lenin [1966c : 
487] called the absence of “а real bourgeois culture". Lenin, who was fond 
of describing pre- -revolutionary -Russia as а feudal- turned-capitalist society, ' 
gradually came up to perceive that ‘he had overestimated the nature of 
capitalist penetration there [Lenin : 1962 : 291; „and 1968 : 74; cf. Das- 
gupta ; n.d.; Anderson : 1974 : 350ff; and Warren : 1980 : 34n]. After the 
revolution, during. the last active years of his life, Lenin incréasingly _ 
perceived that Russia, -which ‘stood between the capitalist \ "West and the ` 
noncapitalist East, was “bound to reveal, certain distinguishing features” 
[1966b : 47715 one of which was, lack of “culture” [1966а : 395), lack ‘of | 
“enough civilization” [1966c : 500f], that is to say, lack of a developed | 
civil society. The , notorious bureaucratic practices. of Russia, Lenin sáid 
[1965b : 350f], had ; 
different economic roots, namely, the atomized and scattered state’ of! ! 
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the small producer with his poverty, illiteracy, lack of culture, the 
‘absence of roads and exchange between agriculture and industry, the 

' absence of connection and interaction between them, 
Confronted with the continuing deadweight of a closed "'semi-Asiatic" 
culture, marked by “medievalism, small production and the evils of 
bureaucracy", Lenin found that even capitalism, compared to this milieu, 
was a “boon”. The need of the hour was then a “cultural revolution" [cf. 


. Lewin : 1968 21131, dispensing with “the cruder types of prebourgeois 


culture" and “acquiring “for a start... геа] bourgeois culture" [1966c : 


` 487]. То be sure, this "real" bourgeois culture, which Russia lacked in spite 


of the political leap forward, was not supermarket-culture, but a culture in 
the best sense of the anti-waste production principle that is associated with 
the bourgeois civil society of the West. 

Itis necessary then to look for the historical roots of what Lenin 
called “the cruder types of prebourgeois culture" that existed in most . 
peripheral societies. It is necessary indeed to understand historically why 
these societies could not transcend the narrow framework of fragmented 
and localized collectivities, mediated as they were by various community- 
oriented, extra-economic and natural moments. Ergo it is necessary to grasp 
the historical reason why they failed to develop а sturdy and robust stru- 


cture of civil society. 


BACK TO MARX AND TO. HISTORY 
Let me now turn to Marx, not for the holy texts, but for the fact 
that it was he who is said to have postulated the immanent expansive urges 


_ of the cmp of the core and its “conquest” of the spatially and economically 
. limited, essentially local systems of the pcmps in the periphery. All the four 


aforementioned theoretical positions, indeed the entire historical problematic 
of Third World development hinge upon the problem of this СМР-РСМР 
interaction and relationship. It is however to the credit of Rosa Luxemburg 
that she was the first Marxist thinker to have raised in this connection the 
crucial question of whether or not the cmp destroys/assimilates the РСМРЅ 
because of its existential necessities, because of its very reproductive’ 
requirements. 

Not that Luxemburg [1951.: 364f] had any basic differences with. 
Marx’s analysis [Marx : 1976b : : Chapter 26] of capitalism’ s primary 
accumulation [ursprungliche akkumulation] via colonial and other formspof, 
extraction of raw materials and labour-power from the pcmps (“natural 
economies”, іп Luxemburg’s language). She agreed with Marx’s “particular 


„emphasis on the looting of colonial countries by European capital" in the 


~ process. But her grievance against Marx was that the latter had failed to 


show the logical impossibility of the см8 expanded reproduction/accumul- 
ation “without non-capitalist surroundings" in “all points". Even “іп its 
full maturity” capitalism cannot realize, she said, a purely internal accum-| 
ulation and thus function in isolation. It is the existential necessity of the 
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CMP that с must induce a process of articulation with the PCMPs of the 

“exterior” —а process: Which extends "over values as well as over material 
conditions; for constant capital, variable capital and surplus value alike". 
The pemps of the ‘extra-capitalist world are “е given historical setting for 
the procéss” [Luxemburg : 1951 : 364f]. 

Now, it seems to me that while Luxemburg correctly grasped the: 
rationale of Marx's explication of primary accumulation and the genesis of 
the CMP, she appears to have missed the reason why Marx made it a point 
to separate his historical account of primary accumulation from what 
followed—his logical analysis of the concept of capital in its pure, undistur- 
bed form: Marx had no difficulty in Showing that once the CMP gets on its 
feet’ and becomes’ a going affair, it can very well ои realize an 
expanded surplus and go on accumulating. ! 

. Once developed ‚historically, capital itself creates the conditions of its 

' existence (not, as conditions for its arising, but as results of its being). 

[Marx : 1973: 4594; emphasis added; cf. 508f]. 5 Е 
Marx: was. at the same timé ‘insisting that capital’s conditions of being, its 
“own reality”, must be carefully distinguished from the conditions for its 
arising, from primary accumulation. Otherwise ‘ ‘confusion arises" [Ibid. : 
310]. And this confusion is fully exploited by bourgeois economists who, 
in seeking to show the cmp asa natural and eternal form of economy, 
always tried to legitimize capitalism by characterizing the conditions for its 
arising (primary accumulation) as “the conditions of its contemporary 
realization", that is to say, by contriving the not-capitalism into a capitalism 
Ibid. : : 460; cf. Banerjee : 1985a : 23f]. For its own existential movement, 
then, the cmP does not essentially need other, let alone pre-capitalist, modes 
of production. If in actuality the cmp in its later phases has expanded its ` 
accumulation by exploiting the PCMPs, that is a matter of history—a matter 
contingent upon historical conjunctures vis-a a-vis the specific needs of capit-’ 
tal’s different stages of development on the one side and the internal dyna-. 
mics | of the PCMPs on the other [cf. Bradby : 1980 : 97, 103 and 951. 

It is not exactly [pace Irfan Habib : 1983 : 125f; and Sayera Habib : 
forthcoming] that Marx іп his writings on India and China eventually 
changed his position to demonstrate Western capitalism’s continuing 
primary accumulation in the colonies during the 19th century.. Had’ 
Luxemburg been familiar with these writings, it has been said, she would 
have happily seen that, Marx’s analysis of primary accumulation was no 
longer confined to the period of capitalism’s genesis [Irfan Habib: 1983: 
126n] Doubtless, Britain's colonial rule in India contributed immensely ` 
to the augmentation of industrial capital in the core. But such augmien- ' 
tation was not, to be sure, primary accumulation (in Marx’s sense)’ for > 
British capital during the 19th century and later. Marx seems to have 
been’ quite clear.about the reason why he wanted to show primary accum- 
ulation, as І have argued in the preceding paragraph, not as the result of 
the СМР but as “its point of departure” [cf. Marx : 1976b ; 873 and 874), Mr 
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Rosa Luxemburg's critique of Marx exhibits two theses—a strong 
thesis and-a weak thesis, as Barbara Bradby [1980] calls them. The ‘strong’ 
thesis [Luxemburg : 1951 : Chapters 264 ] criticized Marx’s diagrams of 
reproduction (as given in the manuscript for the second volume of Capital) 
on several grounds, the most important of which seems to be connected with 
a situation in which an increasing organic composition of capital is introduc- 
ed into the diagrams. This entails an immanent tendency towards a shortage 
of producer-goods requiring the production of constant capital (Depart- 
ment I) and a mounting surplus of consumer-goods requiring the produc- 
tion of variable capital/wage-goods (Department II). If then in order to meet 
the problem of shortage of producer-goods, Department I is led to capita- 
lize the surplus more and more, argued Luxemburg, there would pile up an 
increasing quantity of unsaleable consumer-goods іп Department II. Only 
the pre-capitalist buyers of this increasing surplus—selling these consumer- 
goods in exchange of raw materials (which form part of constant capital 
and which are hence defined as producer-goods) from the PCMPs—can save 
the cmp from extinction. Now, I think Bradby is fully correct when she 
calls the Luxemburg argument a "non-problem". All that can indeed be 
seen from Marx's diagrams is that capital accumulation can continue to 
take place, although not ina very smooth way, if productivity can be 
increased by way of investing more and more in producer-goods, that is, 
by increasing constant capital on the basis of capitalization of the surplus. 

: Luxemburg’s second or "weak" -thesis, which does not exhibit any 
overtones of the CMP's universal necessity of the pcmps for realizing the 
surplus, is based upon capitalism’s “other needs" from the PCMPs—the 
néeds obtaining raw materials, for “liberating” labour-power and harnes- 
sing it into service, for introducing а commodity economy, and for separa- 
ting industry from agriculture [Luxemburg : 1951: 369] The needs for 
raw materials and labour-power, as Bradby [1980 : 103] shows, cannot be 
considered a permanent necessity of capitalism for the PCMPs, for capitalist 
sources (if they were there) could have very well provided them. To be 
sure, these needs would largely grow out of specific historical circumstances. 
However, in both the cases of Luxemburg's permanent and contingent 
needs, the cmp inevitably destroys (and assimilates) the PCMPs as it touches 
them: The latter thus could no longer remain pre-capitalist; they are soon 
bound to become unusable as. pre-capitalist markets and sources of 
supply.- f j 
Тһе satisfaction of the one (historical) necessity is. continually remov- 

ing the possibility of satisfying the other (permanent) necessity. 

The two necessities are thus locked in an unavoidable contradiction [Brad- 
by : 1980 : 103]. 

The “uncomfortable notion" of ‘the cmp’s “existential necessity" for 
the destruction/assimilation'of the pcmes [cf. Clarke: 1977] must hence be 
rejected. - Much would thus depend upon concrete historical conjunctures. 
Оп the one side, there would be'capitalism's - 213 
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different needs of pre-capitalist economies at different stages of 
_ development, which arise from specific historical circumstances, е.р., 
‘., .Taw materials, land, labour-power, and at times of crises; markets. 
There would be on the other side the needs or lack - of needs of the PCMPs 
themselves, which cannot be viewed as a mere undifferentiated mass, as 
Luxemburg considered them to be. They have their own distinctive mecha- 
nism(s) of reproduction; and at least some of them could be strongly 
resistant to capitalist penetration. As Bradby persuasively argues, it is not. 
necessary to assume either “universal destructiveness on the part of capita- 
lism” ог “а general tendency towards the preservation of precapitalist , 
modes of production”. ; This bespeaks, that . НЕ 
: - the task of analysis will be to discover what аге the historical condi- 
. .tions which lead to either of these tendencies in párticular cases [Brad- 
^... Бу : 1980 : 95]. : : 
2. Such a programme I believe is located in {the best tradition of Marx. 
What however tends to simplify the dialectical problematic of Marx’s con- ` 
cept. of world capitalism is the widespread predilection to cut Marx into two: 
parts “with a meat cleaver"—an early Marx, the *progressist", who is said.. 
to have underlined the revolutionary part played by the СМР in transform- 
ing and uplifting the PcMPs allthe world over; and the late Marx who is 
supposed to have grown definitely hostile towards capitalism and increa- . , 
singly fond: of the surviving communities ОҒ the pre-capitalist world 
[Lichtheim : 1963:98; and Hobsawm : 1964: 51n; c£, e.g, Brenner: · 
1977 : 26 and 26n; and Shanin.: 1984: 6ff]. Iam not sureifallthisisa ' 
kind of mind-reading; but Iam suresuch views tend to impoverish the 
dialectical overtones of Marx's notion of capitalism, which for him, after, 
all, was both vulgar and civilizing, both destructive and constructive [cf. : 
Banerjee : 1976 : 871]. Such views also tend to breed reformism and Third- . 
Worldist ideology. Furthermore, they obfuscate the effects of. the interac- 
tion of the cmp and PCMPs оп the world level. The situation is further l 
complicated by what I find to be a kind of facile and uncritical reading of 
the relevent texts aswell as lack of an adequate concern to grasp the.. 
dialectical complexities of Marxian methodology. This seems to me to be 
the main reason why all the aforementioned “neo-Marxist” арргоасһев їо, 
Third World development can claim allegiance to this or that Marx-text 
and:also why many of the development analyses have remained outside the 
wavelength of historical studies on pre-colonial societies. I therefore cite 
below at random some of the commonly quoted Marx statements relevant 
to our discussion and then try to draw out their implications. : 


Statement А-1 5 
“Тһе bourgeoisie... draws all... nations into civilization. ... The ` 
cheap prices of its commodities are the heavy artillery with which, it 
batters down all Chinese walls. . . . It compels all nations, on pain of : 
extinction, to adopt the bourgeois mode of, production; it compels them C 
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to introduce what it calls civilization into their midst, i.e., to become 
bourgeois themselves. In one ‘word, it creates a world after its own 
i mage [Marx and 2- Engels ; 1976b : 488; emphasis added]. 


Statement 4-2 
Speaking of the matters treated in the first volume of Capital—‘‘the 
capitalist mode of production, and the relations of production and forms 
of intercourse corresponding to it"—Marx said that as until now their 
locus classicus had been England, he was using that country as the chief 
. illustration of his theoretical ideas.- He then added : 
It is a question of these laws [i.e. “the-natural laws of capitalist pro- 
` duction"] themselves, of these tendencies winning their way through 
and working themselves out with iron necessity. The country that is 
more developed industrially only shows to the less developed, the 
image of its own future [Marx : 1976b : 90Ғ; emphasis added]. 
То be sure, an easy and uncritical reading of these two statements can 
uphold, in-the name of Marx, the perspective of capitalist world economy, 
the perspective of its inevitable emergence and domination. 


Statement B-1 
Just as it [1.е., the bourgeoisie] has made the country dependent on 
the towns, so it has made the barbarian and semibarbarian countries 
dependent on the civilized ones, nations of peasants on nations of 
bourgeois, the East on the West [Marx and Engels: 1976b : 488; 
emphasis added]. 


Statement B-2 

Showing that as soon as the general conditions appropriate to it have 
been established, the mode of production based on large-scale industry, 
that is, the CMP, acquires “а capacity for sudden extension by leaps and 
bounds, which comes up against no barriers but those presented by the 

availabiltity of raw materials and extent of sales outlets", Marx added : 
.the cheapness ofthe articles produced by machinery and the 
. revolution in the means of transport and communication provide the 
weapons for the conquest of foreign markets. By ruining handicraft 
production of finished articles in other countries, machinery forcibly 
converts them into fields for the production of its raw material. Thus 
India was compelled to produce cotton, wool, hemp, jute and indigo 
for Great Britain. By constantly turning workers into ‘supernumera- 
ries’, large scale industry, in all countries where it has taken root, 
spurs on rapid increases in emigration and the colonization of foreign 
lands, which are thereby converted into settlements for growing raw 
material of the mother country, justas Australia, for example, was 
converted into a colony for growing wool. А new and international 
division of labour springs up, one suited to the requirements of the 
main industrial countries, and it converts one part of the globe into a 
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chiefly agricultural- field of production for supplying the other part, 

which remains a pre-eminently industrial field a 1976b : 579f ; 

emphasis added]. 

At first sight, these B-statements may provide justification for the 
Севера school of thought. 


X% 


Statement C-1 
From the possibility that profit may be Jess than surplus value, hence 
that capital [may] exchange profitably without realizing itself in the 
strict sense, it follows that not only individual capitalists, but also 
nations may continually exchange with one another, may even: conti- 
nually repeat the exchange on ап ever-expanding scale, without for 
that reason necessarily gaining in equal degrees. One of the nations 
may continually appropriate for itself a part of the surplus labour of 
the other, givimg back nothing for it in the exchange, except that the 
measure here [is] not as in the exchange between capitalist and wor- 
ker [Marx : 1973 : 872 ; all emphases except the first added]. 


Statement C-2 

Capital invested in foreign trade can yielda higher rate. of profit, 
because, in the first place, there is competition with commodities pro- 
ducedin other countries with inferior production facilities, so that 
the. more advanced country -sells its goods above their value even 
though. cheaper than the competing countries. In so far as the labour 
ofthe more advanced country is here realized as labour of a higher 
specific weight, the rate of profit rises, because labour which has not 
been paid as being of a higher quality is sold as such. Тһе ваше · 
.. may obtain. in relation to the country to which commodities are 
. ' exported and to that from which commodities are imported ; namely, 
the latter may offer more materialized labour in -kind than it receives, 
and.yet thereby receive commodities cheaper than it could produce . 
them. Just as а -manufacturer who employs a new invention before 
.it becomes generally used.undersells his competitors and yet sells his 
. commodity above its individual value, that is, realizes the specifically 
higher productiveness ofthe labour he employs as surplus-labour. 
. He: thus secures: а surplus-profit. As concerns capitals invested in 
colonies, etc., on the other hand, they may yield higher rates of profit 
^ for the simple reason that the rate of profit is higher there due to 
- backward development, and likewise the exploitation of labour, 
. because ofthe use of slaves, coolies, etc. ... The favoured country 
. recovers more labour in exchange for less labour . . . [Marx : 1966: 

238 ; emphasis added]. . 


Statement C-3 : 
Profit can also be made by cheating, one person gaining what the 
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other loses. Loss and gain within a single country cancel each other 
-out.- But not so with trade between different countries. And even 
according to Ricardo’s theory, three days of labour of one country can 
be exchanged against one of another. . . . Here the law of value under- 
goes essential modification. The relationship between labour days 
of different countries may be similar to that existing between skilled, 
complex labour and unskilled, simple labour within a country. In 
this case, the richer country exploits the poorer one, even where the ` 
latter gains by the exchange, as John Stuart Mill explains in his Some. 
Unsettled Questions [Marx : 1971 : 105f ; emphasis added]. * 
Here in these C-statements, one may say, are apparent materials for 
the theory of unequal exchange. um Я l 

I shall soon take up below the question of the status of these and 
other similar statements іп Marx's theoretical problematic. I shall try to 
argue that although these Marx-statements are often viewed in the debate 
over Third World development as statements of fact, they are actually not 
so. Most of these are prognostic statements, those about certain logical 
potentialities ; and they cannot be evaluated if they аге not matched by 
the actual counteracting tendencies. For the present, I intend to show by . 
way of an example how many of these Marx-statements are often inter- 
preted quite uncritically and sometimes even uncontextually. And I 
deliberately pick out a most popular example, the one that is commonly 
taken to be the implication of Statement А-2. This very well-known state- 
ment is usually taken to mean that for Marx an advanced country repre- 
sents a future image of а less developed country ; and this is said to have | 
the further implication that today's 1рсѕ are fated to become tomorrow a 
full-scale capitalist country like the usa or whatever. I may of course 
at once cite one of Marx's counter-statements, like the following one : 

. To hold that every nation goes through this [i.e., industrial develop- 
ment] internally would be as absurd as the idea that every nation is 
bound to go through the political- development of France or the ` 
philosophical development of Germany [Marx : 1975b : 281]. . 

. "tis not that Marx was contradicting himself ; what must be realized 
- jg that Statement A-2 does not actually mean what it is commonly taken to 
mean, as witness below. ' a AE T. 

27 Let me first get the context right. I need not point out that Statement 
4.2 was formulated by Marx in the ‘Preface’ to the first edition of Capital, 
released in Germany in 1867 ; but the book is replete not with German 
but with English data. Marx was telling his “countrymen that his object 
was “to reveal the economic law of. motion of modern [i.e., capitalist] 
society? [Marx : 1976b : 92] ; and it was likely that this law would also 
operate “amongst us” in Germany, where "capitalist production has made 
itself fully at home...in the factories", that is, has definitely "taken 
root" [Ibid. : 91]. As Derek Sayer and Philip Corrigan [1984 : 79] have 
rightly noted : f І 
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But this in no way implies any necessity for societies in which capita- 
_list production is mot already established to do the Same. .. 
. Nothing said here beats on the wholly separate issue of whether 
capitalism as such is а necessary stage of historical development 
, through which all societies must pass, or whether indeed there are 
7 any such necessary stages in history at all. 
` However, а criticism of'the common mirror-image interpretation of 
Statement A-2 is only a minor part of my argument. What із much more 
important js to grasp the point of method involved here. Note that al- 
though in one sense England іп this statement seemed to represent the 


description of a reality, “the homestead of realized capitalism" (towards . 
which a less developed capitalist country like Germany was tending to. . 
move), England was no longer actually an existing model of capitalism. As : ў 
shown by Avineri [1968 : 179f], Marx in this Preface was also taking into : 


consideration the undoübted impact of certain State actions (through 


factory laws, commissions on public health and housing, etc.) which had '. 


already infringed upon the laissez-faire model of capitalism. In. fact, 


England, the homeland of the realized model of free-enterprise capitalisni, 
( ` 


had already internally moved beyond that model. That was why Marx 


hiniself added iri the Preface : 


_ Let us not deceive ourselves about this. ... In England the process | 


of transformation [umwalzungsprozess] is palpably evident. When it 


^ ' has reached a certain point, it must react on the Continent [Marx : - 


7^ 1976b : 91]. l 


` 1 As-Avineri [1968 : 157f] suggests, Max Weber might not have then” 
correctly grasped the dialectical overtones of Marxian methodology., ` 
Weber alleged that Marx's concept of “capitalism” as a historical reality ` 


suffers from а kind of hypostatis because it does not function for Marx 
asa category of historical explanation. But, as has just been suggested, 
Marx treated capitalism both as- a historical reality and as a theoretical 
model. It may be helpful in this connection to have a look at Marx's 
attitude towards classical political economy : 

All those laws developed. in the classical works on political economy 


27 аге strictly true under the supposition only that trade be delivered . 


free from all fetters, that’ competition be perfectly free, not only 
within a single country, but upon the whole face of the earth. These 
_. laws, which A. Smith, Say and Ricardo have developed, the laws. 
~ under which wealth is produced and distributed—these laws: grow 
"more true, more exact, then cease to be mere abstractions, in the 


"t вате méasure in which Free Trade is carried out. ... They are quite . 


`" rightin following this method. For they make xo arbitrary abstrac- 


tions ; they only remove from their reasoning a series of accidental ` 


circumstances [Marx : 1976a : 289 ; emphasis added]. 


What Marx was saying is that the postulate of classical political ' 
фсопощу does not describe the existing reality, but sketches a prognosis 
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of the future ; it outlines a potentia. If Marx.criticized:it; that was irres- . 
pective of whether ог not.it was а trué‘description ‘of existing ‘reality ; һе. 
criticized it because as á -possible.: projection ^ of.the future, it was for Dim : 
not- satisfactory. What is interesting is thatthis.was also Marx's own 
approach towards the study of political economy, which above: all: shows 
how his.method is fully seized of the problem of dialectical relation- 
ship between the actu апа (һе potentia. Ав superbly explained ‘by Avineri, 
. in'his polemical writings Marx starts from the premise that the theo- 
.riés of political economy must -be treated as though their postulates 
“have been historically realized. .Тһів .enables Marx.to claim in The . 
. German Ideology [Marx:and Engels : 1976a3:.52] that the ; proletariat 

. constitutes [i.e.; in 1848] the majority of the : population, , while it is . 

" dglear:that. this is not so. Provided, however,.that if the prognosis 
of political economy: is correct, the future development of capitalism 
will lead to a situation in which the proletariat will be a majority. 
Provided, again, that. this-prognosis, this tendency,. can ultimately 

overcome the counteracting. forces given-in the actuality-.of historical con- 

tions—a point not mentioned by Avineti here. “It is however ‘Worth citing 
the rest of Avineri’s eminently-quotable passage: . . 

Similarly, the extreme class : polarization. theory - in тһе Communist 

"Manifesto cannot justifiably claim to: bean adequate description of 

- existing conditions ; it бап, however, be considered а, fair account of 

process to come if future.developments follow the prognosis of classi- 

' -cál political economy.” If: that is [so, Marx сап -safely underline in 
The Civil War in France the preponderant strength of the petty- 
bourgeoisie, which should have been ‘eroded’: long: ago according to 

* the postulates of the ‘Manifesto. The -one is an historical work, the 
other an historical :progonosis. based: on political economy. If the 
theory of classical political economy. i$:tantamount to ‘capitalism’, 
it always remains a model ior Marx, never а 19210 ГАуіпегі : 1968 : 
15881: - ағ Bou 
This long digression on Marx's снаа makes it clear I iod that 

Statements А-1 to C-3 cited above—statements which appear to many as 
Marx’s considered factual support for such development theories as are 
represented Әу the world-systems, dependency, unequal exchange and other 
perspectives—are in most cases staternents about the potentialities, perhaps 
dominant potentialities, ‘of modern political economy. One or two of these 
statemelits, for example Statement B-2 which mentions. ће conversion of 
Australia into а white-settler colony. for. growing wool, or.of India into а 
producer of ‘raw materials for England, may have been historical state- 
ments, but only partly. ‘What із. . methodologically essential is to evaluate 
the prognostic statements of Marx on the.CMP-PCMP relationship by way of 
matching them against the counteracting tendencies thrown up by the 
“disturbances” of actual historical conditions. This is no reformist pers- 
pective, which views these tendencies as wholly conflicting. tendencies and 
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which grants co-equal status to the structural potentiality and the actual 
counteracting tendency; with the implication that timely State interventions 
might regulate the final outcome. I believe Marx's potentia represents a 
dominant tendency which unfolds itself out of the very logico-historical 
mechanism of the system ; nevertheless his method requires that it is to be 
measured against the counteracting tendencies thrown up either by the © 
actuality of historical conditions or by the mechanism of a rival system. 

What then are these actual historical conditions as well as the ten- 
dencies unleashed by opposed economic systems, which counteract Marx’s 
prognostic statements on the expansive urges of ths CMP vis-a-vis Third 
World development 2 Marx’s general position in this regard may be briefly 
. outlined. Speaking of capitalist penetration of agriculture in general, 
Marx showed that the cmp cannot extend its control over agriculture “all 
at once and generally” but “gradually and in particular lines of produc- 
tion" [Marx : 1966 : 801]. Where capitalist production ‘‘takes root" and 
makes “the production of commodity general’, even there it is only “by 
degrees” that it transforms “all commodity production into capitalist 
production” [Marx : 1967 : 36]. Marx was thus fully aware that the capi- 
talist penetration of agriculture may be a long-drawn process. 

In an already developed capitalist economy, industrial capital aks 
ther in its money-form or in its commodity-form) can within its process of 
circulation very well acquire “а large portion” of the means of production 
from “the most diverse modes of social production, so far as they produce 
commodities", From the point of view of capital, it is “immaterial” 
whether or not these commodities have been 

the output of production based on slavery, of peasants (Chinese, 

Indian ryots), of communes (Dutch East Indies), of state enterprises 

(such as existed in the former epochs of Russian history on the basis 

of serfdom) or of half-savage hunting tribes. . . | They function as 

commodities in the market, and as commodities they enter into the 
circuit of industrial capital as well as into the circulation of the sur- 
plüs value incorporated in it. 

Nevertheless, Marx pointed out, 

it still remains true that to replace them they must be reproduced; апа? 

to this extent the capitalist mode of production is conditional on 

modes of production lying outside of its own stage of development. . 

But it is the tendency of’ the capitalist mode of production to trans- 

form all production as much as possible.into commodity production 

[Marx : 1967 : 113 ; emphasis added]. 

Thus, despite this dominant tendency, the reproduction of the pre- 
capitalist means of production drawn into the orbit of capitalist world . 
commerce is not automatically subjected to capitalism's law of motion ~ 
and reproduction ; it may still be conditional upon the original PCMP. The 
result then may well be some kind of articulation. ' 

Although the main interest of capitalist production is the sale of its · 
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products everywhere, capitalist world commerce, Marx showed, cannot at 
first affect the PCMPs between which it operates. In the “preliminary stages 
of bourgeois society", international trade “hardly shook the old Indian 
communities and the Asiatic relations generally" [Marx : 1973: 858f]. 
Marx's general position was that although commerce tends to dissolve the 
diverse producing communities, it is the structural character of these com- 
munities which would ultimately determine the disintegrating effects of 
trade [Marx : 19:3: 858; and Marx: 1966: 303] This would be true, 
Marx found, for capitalism's developed phases as well, that 15, with regard 
to certain countries of the Third World. 

Thus for example in certain colonies where Marx found а continuing 
combat during the 19th century between the “two diametrically opposed 
economic- systems” of the metropolitan СМР and the indigenous РСМР, the 
metropolitan bourgeoisie’s all-out drive, fully backed by government 
power, “to clear out of the way” the local mode [Marx : 1976b : 931] 
could not be always very successful. The “‘obstacles presented by the 
internal solidity and organization" of pcmps of the periphery to the “corro- 
sive influence" of full-blooded capitalist world commerce, Marx thought, 
are “strikingly illustrated in the intercourse of the English with India and 
China". Тһе process of destruction of the indigenous mode of production 
in India under direct colonial control 

proceeds very gradually. And still more Slowly in China, where it is 

not reinforced by direct political power [Marx : 1966 : 334 ; empha- 

sis added ; cf. Marx : 1969 : 393ff]. 
Why ? Because in these pre-capitalist economies, 

the substantial economy and saving in time afforded by the associa- 

tion of agriculture with manufacture put up a stubborn resistance to 

the products of big industries, whose prices. include the faux frais of 

the circulation process which pervades them [Marx : 1966 : 334]. 

Here is thus a high-powered structural tendency.of a rival economic 
system putting up a stiff resistance to the overmighty expansion of Euro- 
pean capital. Marx was hence led to generalize that the extent to which 
capitalist world commerce can destroy a PCMP- i 

, depends on its solidity and internal structure. And whither this 
process of dissolution will lead, in other words, what new mode of ` 
production will replace the old, does not depend on commerce but 

on the character of the old mode of production itself [Ibid. : 332; 

emphasis added]. 

This bespeaks the need for historical work on the PCMPs of the non- 
European world, concrete studies which can unmask their structural 
mechanism and mode of reproduction. Only if this work pans out well 
will it be possible to evaluate the results of the combat between the antece- 
dent PCMPS of the periphery and world-capitalism and thus grasp the com- 
plexities of Third World development. It isto history then we must now 
turn. 
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Having said this, I at once feel compelled to refer to a growing teu- 
dency especially among anthropologists and even some historians working 
on pre-capitalist societies to construct modes of production almost as. 
plentiful as blackberries. One commentator [Maurice Bloch in Watson 
(ед).: 1980] even wants us to fight for “ав many or as few modes of pro- 


duction as we like" for the work in hand. Thus the premodern history of : 


the Third World has now been overloaded with the lineage, domestic, 
family, sharecrop, pastoral ог peasant modes of production on the one 


hand,.and the Andean African or (medieval) Indian modes of production . 


on the other. While the latter set tends to. equate “mode of production" 
with a macro-territorial unit of analysis, the former series-confuses a mode 
of production with the type of labour or labour-process involved [cf:. 


Godelier : 1977:24: and Perlin: 1983: 38 ; -and ‘1985: 97] Samir: | 
Amin’s “tributary mode of production", now lionized by Eric Wolf [1982 : · 


80-82] who himself has added a kin-based mode into the fray, likewise 
merely.proceeds by connotations towards the theoretical object іп question. 
Also, it:is difficult to grasp the theoretical content of Wolf’s own hetero- 


clyte interpretation. of the tributary mode, having both the amp (under - 


strong States) and feudalism-(under weak States). ne | 
One can-doubtless appreciate the difficulty involved іп classifying the 


vast mass of data accumulating in the study of pre-colonial peripheral ' 
societies infó what some of our excellent academics derisively call the . 


"boxes" of Marx's modes of production. One can likewise appreciate the 
unease involved in interpreting the. diverse pre-capitalist societies of the 


periphery by the one-time all-purpose concept of feudalism, which still · 
remains with us.as a:political cliche for disparaging everything traditional . 


or aristocratic [cf. Ito and Reid : 1985 : 197 ; and Reynolds :.1985 : 136ff]. 


I am not holding a brief for the Marxian notion of the amp. It is probably ` 
more ofan ‘outcaste among historians and sociologists than a harijan : ` 


in our caste-Hindu society, although I still believe that it merits one more 


trial; for nobody has so far reconstructed the concept: іп sufficient. terms j 
on the basis of the raw data Marx had been collecting towards the end.of | 


his life.” In any case, it is largely by identifying the mode or modes of 
production in our pre-colonial peripheral societies that the problem of 


Third World development: can be -critically grasped. Indeed the impor- -. 


€ 


tance of the concept of; “mode of production" cannot be overstressed. 
Never would so many owe so much to a concept. ' 


E 


1. Briefly, the real problem faced by the capitalist industria] economies for Baran | 


is how to dispose of their ever-increasing surplus [cf. Tsuru : 1961]. . One way 

to meet this problem of overproduction and lack of effective demand at home . 
is to exploit the consumption and investment outlets provided by the colonial ' 
and post-colonial economies of the Third World. The Western capitalist ' 
economies in this way build up a special form of dominance over periphera ].. 
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2. 


3. 


societies, which are forced to produce and process commodities for the former 
in particular sectors of their economy. Тһе surplus generated in this sector 
is not invested in the domestic economy of these non-European countries but 
is appropriated by foreign firms. Тһе sectors producing basic commodities in 
these countries are thus starved of capital. The distorted utilization of the 
actual surplus in place of a “табопа! allocation" of the potentially available 
investible surplus is thus vicw«d as responsible for a particular type of under- 
development, 

See, among the many criticisms of “unequal exchange", Pilling : 1973 ; Kay: 
1975 : 107-19 ; and Mandel : 1965 : Chapter 11. . 

Fernand Braudel makes the same point. Intérestingly enough, he is full cf 
appreciation for Wallerstein's work [Braudel : 1978: 21]. Iti is also interesting 
to find that the ghost of Theodor Mommsen ‘jis still quite alive ; ' the quantitative 
expansion of commercial accumulations, money circulation, ete., are still 
regarded by some sensible historians as autonomous forces of structural 
change. Thus, for example, Frank Perlin in an important essay [Perlin : 1983 ; 
see also Perlin: 1985] speaks of "structural" changes in 18th century 
` Maharashtra induced by a world-wide expansion of international trade, 


_ expanding indigenous trade circuits, etc. А quantitative expansion, even a 


kingsize quantitative expansion, of certain "'antediluvian" forms of capital 
and wage-labour, yes; but where was the so-called structural change in the 
Jndia of the 18th century ? Sec, on the other hand, for a very sensible presen- 
tation of merchant activities and values during a slightly later period in India, 
Bagchi [1985 : 3- 41]. 


4. Sce also the critical reviews especially by Pilling: :1973 ; Taylor: 1974 and 


5. 


"6 


7. 


1979; O'Brien: 1975; Кау; 1975; Foster-Carter : 1973 and 1978; Кох- 
borough : 1979; Bernstein : 1982 etc. 

See “Resultate”, Marx : 1976b : Appendix 1, especially 1034ff for the notion 
of formal and real subsumption of labour under capital. Stripped of the con- 
text in which Marx notes the transformation of the manufacturing into the 
industrial period in Western Europe, the notion of the transition from formal 
to real subsumption appears to be a mere quantitative description. The notion 
has been described as ‘‘esoteric” [Bose : 1985 : 208, n. 8]. 

The late Bill Warren [1973 and 1980] was the most notable exception. For 


, him, Third World countries have already gone а long way in capitalist indus- 


trialization, the:r major "'evils" being things like overpopulation, etc. Warren : 
1980: 113]. See among the many critical reviews provoked by Warren's thesis 


" Emmanuel: 1974; McMichael, Petras and Rhodes: 1974; Bernstein : 1612; 
''and Lipietz : 1982. Hoogvelt [1974 : 7881 describes Warren as “а bourgeois 


economist” апа ‘‘a representative of a respectable and authoritative club of 
development experts", while Shanin [1984 : 261ff] finds in Warren's "progres- 
sist” thesis a “triumphant legitimation of capitalism". 

Unsurprisingiy, not only national cohesion but also class formation along well- 
defined lines may be held back by these influences, which might be duly 
exploited by the interested microgroups in peripheral societies. [See, for a 
brief but brilliant exposition of the structural sources ‘of "rnicronationalism" 
in the Third World, Samir Amin: 19748 |. Although it will be perilous to 
overlook in the analysis of class in such societies what Roger Murray [1967 : 
29 and 34] has called the "plasticity of the-political class in formation" under 
the vortex of “multiple determinations", there is по reason why even a situa- 
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10. 


11. 
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tional analysis of class formation cannot be founded upon, among others, the 
historical continuities of caste, kinship, religion, etc [See, for some significant 
insights into the problems for example of political clientelism in the Third 
World, Eisenstadt and Lemarchand (eds) : 1981 ; and Clapham (ed) : 1982], 
For a perceptive exposition of the differing experiences in Western Europe and: 
in peripheral societies with regard to the growth or absence of a production- 
oriented *'civil society", see Sen : 1977 ; also 1984. 

Kahn |1981: 204f] appears to be making a wide claim by his bare assertion 
that the homo oeconomicus rationality is "basic to merchant capital". Mere 
money-making through buying cheap and selling dear, the traditional merchant 
activity, is far removed from the homo oeconomicus ethos (in Marx's sense), : 
which fundamentally represents a production-oriented ideology that knows no 


` limiting specifications. 


Interestingly enough, Gramsci did not describe the countries of the Eastas — 
"feudal". 4 

It may be mentioned here that Lenin was quite aware of the theoretical 
problem concerning the designation of Russia as "semi-Asiatic". Twice he 
approvingly quoted from Marx's 1839 list of the historical modes of pro- 
duction including the АМР [Lenin : 1963; 139; and 1964b: 56] See also, 
for his characterization of the land system in Muscovy in terms of the АМР 
in his debate against Pieakhanov, Lenin : 1965a : 332; and for his comment 
on the “Asiatic” system of statehood, Lenin: 1964a: 503. That Lenin was 
quite interested in the notion of the AMP is also shown by the notes he scrib-' 
bled down on the margin of his conspectus of the correspondence between 
Marx and Engels [Varga : 1968 : 335]. 

The idea about the continuing primary accumulation, even when the CMP has 
come to exist as ‘“‘its own reality”, secms to be principally based upon a pas-' 
sage in Chapter 33 of the first volume of Capital. Here Marx was referring to 
the completion (‘‘more or less”) of primary accumulation in Western Europe 
and the resulting control (direct or indirect) of the capitalist regime over the 
national economies there. Thus was born in Western Europe, Marx said, “а 
ready-made world of capital" ; and yet the typical bourgeois economist was 
continuing to apply the pre-capitalist notions of law and property inherited 
from the past to this new capitalist milieu, apparently to establish that the 
CMP was not a new mode but a continuation of the past and hence a natural 
or eternal mode of production, although "the facts cry out in the face of his 
ideology". It was then that Marx added : “It is otherwise in the colonies”. 
What is otherwise here? Here in the colonies the ‘‘ready-made world of 
capital” did not exist ; instead, “two diametrically opposed economic systems" 


' the CMP and the PCMP—were locked here in a combat. Then Marx also 


added that this was the reason why the typical apologist of bourgeois econo- 
my, who had been justifying the emergence of the CMP in the West asa 
natural mode of production and a continuation of the past form of economy, 
would not now fee! shy of arguing that the pre-existing economic order of the 
colonies had to be broken down by force for increasing productivity in the 
interest of the metropolitian CMP [Marx : 1976b : 931f]. 

I therefore find it difficult to agree with the Habibs [Irfan Habib : 1983: 


.125n ; and Sayera Habib : forthcoming] that the expression—‘‘It is otherwise 
in the colonies"—refers to a different type of primary accumulation for the 


metropolitan CMP in the colonies. The reference to what the Habibs eal] “а 


1.” 
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specific contemporary [i.e , 19th century] method of "primitive accumulation” 
by the English Goverament in the colonies" actually refers to the way the 
English {government applied in Australia Edward Wakefield’s perscription to 
‘artificially raise land prices to ensure an adequate supply of wage workers 
thrown out of land [Marx : 1976b : 9321; cf. Marx : 1973 : 278 ; cf. Turner : 
1978 : 17]. This in fact was related to the "primary accumulation" of a white- 
settler colony (Australia). Note that the English government did not even 


+ "think of applying Wakefield’s recommendation to its Indian colony [Banerjee : 


1976 : 882]. 
A partial attempt to reconstruct the concept of the AMP, primarily based upon 


Marx's excerpt-notes from M M. Kovalevsky, has been made by me; sec 
' Banerjee : 1985b ; and Banerjee : forthcoming. 


Й : EJ 
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BISWAMOY PATI* 


Storm over Malkangiri : A Note on Laxman 
Naiko's Revolt (1942) 


THE SUBJECT of this paper isa revolt in August 1942, in Malkangiri, 
the western most subdivision of the present-day Koraput district of Orissa.! 
The region is inhabited by Khonds, Bhumiyas, Koyas, Parojas and Bondas 
and also non-tribals,? and lies to the north of the Gudem-Rampa area, 
scene of the fairly well-known fituri tradition. I am trying to analyse here 
the social structure of Malkangiri, the nature of the contradictions between 
the people* of Malkangiri, and the Jeypore estate as well as colonialism, 
the process of mobilisation and forms of protest which culminated in the 
revolt, headed by Laxman Naiko. 


I 


In 1802 the permanent settlement was introduced throughout 
Vishakapatnam under Regulation XXV of 1802, and the Jeypore estate 
was conferred upon Ramachandra Deo with a peshkush of Rs. 16,000. 
In 1872 Malkangiri, which had been leased outto Bangara Devi by the 
Maharaja of Jeypore for Rs. 3,500, was taken over by the Raja and. 
came to be directly administered.? The peshkush stood at Rs. 16,000 іп 
1941. Interestingly, the income of the estate was Rs. 12 lakh, forests 
yielding Rs. 4 lakh more.? : 

Malkangiri was under the mustajari system. Тһе mustajars were the 


` people, usually village headmen, who were in possession of hereditary 


rights. They were required to collect taxes from the tenants and make 
payments to the estate, neither of which was fixed. They held hetha-bhumi 
(i.e., rent-free tenures) and enjoyed some privileges over the forests, Alth- 
ough we do поі have any accurate data, it- seems that sometimes they re- 
cruited gotis and bethias. On certain occasions they entered into profit- 
able contracts with the Public Works Department to supply labourers.: 
Moreover, the mustajars could be removed by the estate. Although their 





*Dept. of History, Sri Venkateswara College, Dethi University. 
*"I am thankful to the late Sri R.C. Satpathy and Shri L.D. Sahu for assisting me in 
my field-work, and to Prof. Sumit Sarkar, Dr. Gyanendra Pandey and Ms, Nalini 


' Taneja for suggesting certain modifications ; however, only I am responsible for 
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relationship with the estate was a ‘civil’ one it was outside the jurisdiction 
of the Revenue Courts.” Consequently, the position of the mustajars was . 
quite ambiguous. They enjoyed certain privileges and exploited their 
tenants, but they also had certain grievances in common with the cultivators 
below them, especially when it came to meeting increased tax demands of 
the estate. There was also the problem of insecurity so far as their position ` 
and privileges were concerned. 

Below the mustajars were the tillers, both settled agriculturists and 
shifting cultivaters. The former had occupancy rights granted by the 
Madras Estates Land Act (1908), but in practice they could be dispossessed | 
by the mustajars. Sometimes the mustajars resorted to illegal exactions from 
the tenants. They peasants paid rents on the ‘seed capacity’ of the land, 
ánd in some areas they paid rents on the number of ploughs and hoes 
owned. In both cases the rent was paid in grain. Some people engaged 
in podu (i.e., shifting cultivation) escaped the taxation system because of the 
inaccessibility of the forests and the nature of cultivation. Thus, they would 
burn a portion of the forests, fence this plot, till the soil and sow seeds, 
and return aftera gap of some months to reap the harvest.® However, 

when they did pay taxes the number of ploughs and - hoes they owned 
formed the basis of the assessment. In some parts of Malkangiri the, 
tenants paid cash rents.? | 

Іп some cases the occupancy tenants as well as the holders of the 
inam lands sub-let a portion of their holdings on the ‘sharing ѕуѕіет”.20 
When this was done theoccupancy rights belonged to the persons who sub- let 
their land, since there is no evidence to suggest that the people who tilled: 
such land had such rights. The settled occupancy tillers (and in some cases 
those engaged in ройи) paid taxes in grain to the mustajars. 

The agricultural labourers formed a class of people who were paid in: 
grain (15 kunchums of paddy рег day). The non-agricultural labourers, 
(coolies) worked for wages between 3 to 4 annas per day? in the 1940s. 

Malkangiri also had сой and bethi labourers. The former bound 
themselves for. a sum of money to serve for a period till the loan together. 
with its intérest was repaid. The latter were forced labourers.!?. 


Contradictions between the Estate and the People К 

Let us now turn towards.the contradictions that existed between the 
estate:and the people of Malkangiri. Some of the oppressive features of the 
estate included bethi, goti and gudem. According to official estimates there 
were three categories of bethi : (i) forced and free labour; (ii) forced and 
inadequately paid labour; (iii) forced but 'adequately' paid labour. Thé 
first category included the forced labourers recruited by government 
officials (i.e., lower order officials and police), estate officials and mustajars. 
However. the estate was the most organised exploiter. The second category 
included recruits from particular villages, who were expected to perform 
domestic work for the government aud estate staff. These people were 
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paid at the rate of опе “аппа per day. Finally, there were forced recruits 
who carried dak and luggage of the -officials of the estate arid the govern- 
ment when they went out on tours. They were paid fixed: amounts consider- 
ed inadequate by the recruits themselves. - The system of bethi was, in 
general, hated by the people of Malkangiri. For example, the Koyas prefe- 
red to settle down in the interior areas for fear of being recruited for 
bethi8 
While bethi represented labour-extraction unconnected with any credit 
mechanism, the goti system was one of bonded labour in return for advances 
-in money or grain. The goti system implied that on receiving some advance 
in money or grain the person engáged himself by:a.written agreement to be 
a labourer for his creditor for agricultural and domestic purposés as long as 
the loan together with the interest remained unpaid. What needs to be 
emphasised is that ‘hill-men’, who were mustajars, also recrüited gotis. The 
System degenerated into serfdom since the sowcars took advantage of the 
illiteracy of the people to manipulate calculations. This contributed 
significantly to the problem of landlessness and migrations! outside the 
Zamindari. 
Gudem was the forced supply of provisions aud thatching material to 


the estate and its officials, government officials as well as contractors of the 
Public Works Department, on payment ofa fraction of the actual price. 


Malkangiri was notorious for this illegal practice which created great 
hardships for the people. 
The system of taxation in the estate was arbitrary and exibit: 

Our evidence indicates that in Malkangiri the land-tax was levied in three 
ways. Normally, the raiyat paid as. rent a quantity of grain equal to the 
amount required to sow the land. However, in some inaccessible parts the 
rent was fixed on the number of ploughs and hoes owned, in grain. We also 
have evidence of cash rents being. .collected. "This system had certain’ 
implications which acted adversely against the people. When the grain 
wastakento the estate granary to pay the rent, tolls had to be paid for 
using the main roads. Assessment on the basis ofthe number of the plouglis 
and hoes owned meant heavy pressures since there was no uniform system 
of assessment, and because this did not take into account the quality of- 
the land cultivated or the quantity of the. harvest. reaped.. Moreover, even 
if the land was left fallow ‘the land“ tax had to be paid. The payment of 
cash rents was linked to the evolution of a market and a money economy, 
and the emergence of moneylenders. Finally, it must be mentioned that the 
non-tribal peasants had to pay more than the tribal- -реаѕапіѕ.2 


We should now turn to the erosion of the *moral economy' and the 
problems associated with it" Let us begin by examining how this affected 


: the forests. In the Jeypore estate the forests were owned by the 
Maharaja’ After 1900 the penetration of profit motive altered the situation, 
and, unlike in.parts of coastal Orissa, this process was relatively rapid. 
On the one hand the forests were demarcated for profits by the zamindari 
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and leases were granted. Ву 1907 an area of 327 square miles had been 
reserved in the estate, and this had risen to 1,645.14 square miles by 
1939.18 In-Malkangiri, timber leases were granted in 1917 for railway 
sleepers to H. Dear and Company which was renewed for twenty years 
in 1922, and to Motu Industries in 1937 for ten years for teok, bija, 
hallandu and sisoo.? On the other hand a battle against podu was 
unleased. Іп this tract podu was preferred to settled agriculture bec- 
ause it was hilly and forested, and since podu proved economical for the 
poorest cultivators. 

The eagerness of making profits out of the forests also led to the 
enforcement of a forest cessas a regular tax and an arbitrary system of 
fining people, often on false grounds, for stealing wood. Anybody accused 
of stealing wood was forced to pay a rupee and a hen as fine. In an area 
like Malkangiri the latter cash fine was unbearable.? Further, rights over 
trees which stood on the holdings of tenants were also lost. They were 
forced to make payments when they cut down trees of the reserved species, 
and they could not enjoy the fruits of the trees. On occasions the estate 


officials forced them to part with tree products like lac, which was refined . 


at Jeypore, but paid them nothing in return.?! l 

Similarly, restrictions were imposed on the use of tanks.?? The taxes 
on opium and the 'shandy' dues (most probably excise duties) were -also 
disliked. АП these features created a sense of deprivation since it came to 
be increasingly felt that customary privileges were being lost. 

The growth of a market and a money economy produced certain far- 
reaching consequences, which we should now turn to. Let us begin by 
examining the uneven pattern of prices. 

Prices of rice and salt in 1940: 





Place Price of rice (per rupee) Price of salt (per maund) 
Gunpur 11—12 seers Rs. 2.5.0 to Rs. 2.6.0 
Jeypore 2-14-16 seers Rs. 3.0.0 

Malkangiri 26 seers : Rs. 5.0.0 


лл 


The low | price of rice and the high price of salt in Malkangiri can be cited 
asa rough indicator to illustrate the high burden on the people of Malk- 
angiri. ` Fluctuations in prices, the collection of land-tax in cash and the 
dependence on the market for purchasing certain essential commodities 
like salt and kerosene (which were not produced in the Koraput district) led 
to the emergence of moneylenders (і.е.) Oriya sundhis and Telugu kumutis, 
who were mostly from the plains. On some occasions standing crops 
were pledged to the moneylenders in advance. This led to the problem of 
indebtedness.” 

While discussing this premise certain demographic features should be 
borne іп mind.” We сап begin by pointing to the increase in population : 
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Years - Percentage increase in population 


1921—31 - +41% 
1931—41 +17% 


This meant a rise in the pressure on land, which-resulted owing to the lack 
of any alternative employment opportunities. Moreover, it also forced people 
to a dead end and so:netimes their holdings were sold off since they could 
not make payments. Although we do not have the exact data for Malk- 
angiri, the following table," which shows the amiount of land sold in the 
Koraput district between 1936 and 1942, will offer some insight into this 
dimension. BE 


Year Мо. о cases in which Amount of arrears for Amount 
— land holdings were which the land was realised 

' sold | sold 

Rs. -4.Р. Rs, A. P. 

1936—37 54 . 1,637.51 6,972.9.0. 
1937—38 33 195020 — . .3,938.4.0 
1938—39 25 . 5,593.15.01 . i :.5,175.0.0 
1939—40 °° 47 | 6,171.0.0 . 6,785.0.0 
1940—41 С 25 .2,822.0.0 B 3,297.0.0 . 
1941-42 Ti 8,778.0.0 .. 8,426.0.0 





The process of migration was somewhat linked to this crisis. Around 
1940 nearly 200 to 300 people migrated out of Malkangiri annually.?? 
Laxman Naiko . ae 
Keeping all these things in mind let us now turn towards Laxman Naiko 
of Tentuligumma. A Bhumiya, Laxman inherited the post of а mustajar from 
his father. Oral evidence reveals the interesting fact that Laxman worked 
on а ‘joint land’ of about sixty to séventy acres along with his kinsmen, 
variously estimated to number between twenty-five and ninety. All of them 
depended on this land for their existence. Whenever a couple were to 
have a child they were given fifteen putties (i.e., about nine bags) of rice 
and were asked to leave till they could return to work again.” As per the 
custom, Laxman, as the naiko (i.e., miustajar) was in charge of paying the 
taxés to' the estate. Another feature that linked Tentuligumma with the 
estate was the use of money to buy things like salt which were not prepared 
in Koraput district. 
Considering things in this perspective it is not possible to dismiss 
Laxman as a mustajar (or, perhaps in class terms as a Jandlord, Or even as 
а “тісі” peasant). Till he came to get actively involved in politics he 
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worked on this ‘joint land’ like his relatives. The link between him and 
his relatives can in no way be equated to an affluent mustajar exploiting the 
village folk, extracting a surplus and surrendering a major portion of it to 
the estate. However, it should also be made clear that Laxman’s exploita- 
tion may have been mitigated by kinship ties, although I was not able to 
gather any information regarding his recruiting goti ог bethi.? Т was told 
that many of his relatives were also Congress activists. The fact that he 
used to be always accompanied by about ten people wherever he went?! and 
that Tentuligumma alone had about two hundred primary Congress mem- 
bers around 194232 reinforces this closeness. 

Thus, even as late as the 1940s the relationship between the 
mustajars and the tribal peasants in Malkangiri was a close one, although 
some of them resorted fo practices such as bethi and сой. This was: 
possible since it was most probably subsumed by kinship links. However, 
by this generalisation one should not overlook mustajars who were from 
the plains. In such cases the contradictions tended to be felt sharply since. 
they were not veiled by kinship ties. We may refer here to Kesab Patro, a 
mustajar of Badhigar, who was opposed in the course of the revolt.?? 

On the basis of what has been discussed so fara few generalisations 
can new be made. Asis amply clear, Malkangiri had a stratified social 
structure. At the top were the mustajars and the sowcars and at the bottom 
were the agricultural labourers and bethias. The development of capitalist 
relations was uneven and constrained; it influenced the social stratification 
and undermined traditional rights. Although one witnesses certain dey- 
elopments in the direction of capitalism (i.e., growth ofa market and'à 
money- economy, cash rents and wages,land becoming а saleable com- 
modity, profits being tapped from the forests, the rise of the sowcars, 
agricultural labourers, landlessness and migrations) some pre-capitalist 
traits remained as distinctly articulated features (i.e., bethi, gudem, taxes in 
grain, ‘joint lands’ and strong kinship ties). However, the latter tended to 
become ‘Sophisticated, arid the goti system can be cited asa concrete 
ampie ; ; 

T I 

' Malkangiri hasa rich legacy of popular movements, although it is 
still largely neglected in historical research. Around 1879-80 the powerful 
Koya revolt in the Rampa area of Fast. Godavari had swept this tract. 
Ín 1880 Tomma Dora, a Koya rebel, captured a police station (at Motu) 
after a fight, and defeated a colonel along with his contingent who came 
to protect Motu from Hyderabad. Thereafter Tomma was hailed as the 
Raja of southern Malkangiri. However, the movement collapsed. after Dorà 
was attacked and shot down by the police in July 1880.?* 
^'  Alluri Sitaram Raju's rebellion in the Rampa area also evoked 
considerable response from this region. In this phase (1920-24) the Congress 
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had not struck any roots in Malkangiri. ` Nevertheless among those who 
had been actively stirred up were the Koyas. Issues such as bethi and 
oppressive forest rules did contribute significantly іп securing support for 
Raju in Malkangiri. References to Raju's presence at Malkangiri suggests 
the link-up of this area. Moreover the role of the Maharaja of Jeypore in 
helping to crush the rebellion *. . .in the matter of transport and supplies 
and his generosity in making most liberal donation to the men engaged 
in the operations. . .'55 to some extent reinforces this viewpoint. Laxman 
who played an active role in the 1942 movement in Malkangiri was 
influenced by this rebellion. It was in this phase that he came into contact 
'with Ramchandra Kutia, a Koya youth, who had led the fituri, and learnt 
to use a gun. He had the opportunity of going around this place and 
'understanding the problems which affected the people. His subsequent 
' interest in astrology and medicine?’ explains his contact with the rebellion 
and his understanding that this could help him to strike roots among the 
Malkangiri folk, very much like Raju.” 


The Role of the Congress 

There seems to be a gap between this phase and 1938 when we hear 
about Laxman Naiko. In between the Jeypore estate witnessed a turmoil 
during the Civil Disobedience Movement, although the Congress had not 
secured a secure foothold.” After Koraput district merged with 
Orissa on April, 1936, the Provincial Congress Committee (hereafter, 
PCC) made serious efforts to establish itself firmly. Through the hard work 
and dedication of Radhakrushna . Biswasroi, Radhamohan Sahu and 
Sadasiv Tripathy (who had a certain amount of popularity i in this district 
owing to their political activities) the PCC could play upon the imagination 
of the people. It came to be viewed as an instrument which would redress 
existing problems. The elections of 1937, in which all the three PCC 
candidates (i.e.; Biswasroi,Sahu and Tripathy) won reinforces this point.3? 
They voted against the two candidates of the zamindari, Bidyadhar Singh 
Deo and Balakrushna Patra, and Hari Har Mishra, an activist of the 
Utkala Sammilani. Bidyadhar Singh Deo was the nephew of the maharaja 
while Balakrushna Patra was the lawyer of the zamindari.*° 

The Revenue Minister's assurance in the Orissa Legislative Assembly 
on 12 September 1937, to stop all illegal levies in the Jeypore estate should 
be seen as the PCC's response to popular grievances after winning the 
elections.!! Placed in an advantageous position after the elections the PCC 
wasted no time in attempting to consolidate itself. Congress propaganda 
spread like wild fire in the zamindari and rigorous efforts were made to 
recruit members.?? The new Congress recruits were sought to be remoulded 
in line with its politics. For achieving this purpose a training camp was 
opened in November 1938 at Nuaput (about five miles from Jeypore). 
This was attended by about three hundred to four hundred people and it 
went on for about three months, During this period these people were 
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trained jn spinning, scouting and village service. They were also taught 
about farming animal husbandry and prohibition of liquor. These people 
served.to link Koraput to the Fontes and among them was Laxman 
Naiko. is 
The people of the Koraput, district welcomed the Congress Бу‘. 

taking forcible possession of land’. under the leadership of ‘new Congrés 
recruits’. This caused a number of ‘petty’ riots and in *. . one instance the 
Congress flag was planted on such land and the local Sub-Inspecter, who 
arrested the accused persons was.attacked with an axe'.^ Efforts were also 
made to, replace.gandas (i.e., village chowkidars appointed by the villagers) 
by Congress members.‘ ‘Besides, the following. table,'* which shows the 
area of ройи cultivation indicates a'.sudden spurt in.the 1937-38 phase, 
which can be, cited as a‘ rough indicator to suggest the enthusiasm to re- 
гаѕѕегі lost rights., Hee ipu "c 
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Year . ‘Acreage 
1934-35 3,294.20 
227 1935-36: ыы OP % 3 3,552.40 
(5 41936370220: 3,706.95 
!:1937-38 TP ` — 4,658.10 
1938-39 8,510.21 
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The violation ; of forest laws Was not only confinéd to the estate or Malkan- 
giri . but also affected the Kondagaon tehsil of the adjoining Bastar state." 
In, early J une 1938, several thousand. harra trees were cut down by the villa- 
gers‘. 1. imitation of the tenants of the Jeypore estate’. One also comes 
across funds being collected in various parts of the Jeypore zamindari to 


set up Congress ashrams. In many cases timber was illegally taken for this. .. 


purpose. Rumours circulated that the. district police would be prosecuted 
and the Magistrate removed by the Chief Minister of Orissa,’ presumably 
because they tried to prevent such activities. 

It was in this situation that the real character of thé. Congress emer- 
ged, In November 1938, a rousing welcome was given to Congress leaders ` 
like, Godavaris Mishra, Dibakar Pattnaik (members of. the Orissa Legis- 
lative Assembly) and. Gopabandhu . Choudhury. Among those who re- 
ceived them. were Bidyadhar, Singh Deo, the ' nephew of the Maharaja of 
Jeypore. The Jubaka Sangha was established under his leadership, although 
the President, and. Secretary of the Sangha were Congress members. He 
was also to become the President of the Harijan movement.” Interest- 
ingly, Bidyadhar . Singh Deo began indulging in intellectual pursuits and 
studied goti and bethi, on which he wrote papers. He appreciated the 
‘liberal attitude". of the estate vis-a-vis the gotis, but felt that it should be 

. discontinued, as far as practicabale’.™ ; : 


t 
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The recruitment drive of the PCC continued successfully and was 
closely associated with a variety of rumours. In the early part of July 
1938, rumours spread in some parts of the estate‘. . . that Mr. Gandhi will 
visit the area soon and those who do not produce Congress tickets will suffer 
from ailments'.5? Enthusiasm was also sought to be roused through promises 
by the PCC ‘.. . that when Swaraj (would come) there would be no rents 
and taxes and no forest laws.'*? This trend also led to the virtual deification 
of. Gandhi in some places *. . . and temple ritual took place at the Congress 
осе.’ The increase in the primary Congress membership, was indeed 
striking, since in October it stood at 50,048 (Koraput came only second 
to Cuttack district which had a membership of 58,878). In fact, I was 
told that the Koraput District Congress Committee could buy (and main- 

^ tain)acar,a typewriter, an almirah, and set upa library out of the 
four-anna collections. 

It was in this context that the PCC’s restraining role surfaced. While 
visiting the estate in June 1939, *. . . ostensibly with the object of enquiring 
into the allegations made against the officials and the Jeypore estate...’ 
the Chief Minister of Orissa, Biswanath Das made it ^. . . quite clear that 
the law must be obeyed and if any change was necessary in the existing 
law it was for the ministers to affect the change and not for the people’. 

Turning towards Malkangiri we find that Laxman was appointed 
as the President of the Congress Primary Committee of Mathili, which was 
formed by Radhamohan баһа. This had a considerable effect оп Malka- 
ngiri. By 1941-42 Tentuligumma alone *. . . boasted of a paying member- 
ship of 200 members'. The charkha penetrated the remotest areas of 
Malkangiri, and along with the ashram schools established at various places 

~ like Udoyogiri, Pandra Guda and Tentuligumma,®® served to strengthen 
the position of PCC. Many tribal supporters in this tract, like Laxman, 
gave up hunting and eating meat.” 

The desari traits of Laxman might have helped him initially, but 

* in the 1938-42 phase it was based on struggles. In.1939 he was arrested: 
^ for a no-rent campaign at Mathili. In 1940-41 Laxman along with 
"seven local villagers launched individual satyagraha twice—once near 
.the Ramgiri outpost limits (Jeypore sub-division) and once in the 
- .Mathili police station jurisdiction. For this he was imprisoned twice (rigo- 
rous imprisonment) for six months,and he also had to pay a fine of 
` Rs. 300.9 It was through these satyagrahas that a movement was built 
against bethi, goti, illegal exactions, 'shandy' dues, plough tax, the strin- 
gent forest laws and the war collections. When Krushna Chandra Bisoi 
(a student of Class six) walked from Jeypore to Tentuligumma around 
, 1939 he came acros; several villages (in the five days he walked) where 
he heard about Laxman’s activities—his meetings, discussions aad slogans 
against panu (taxes), bethi, goti, gudem, etc. Laxman used to move exten- 
sively in this ‘forest country’, usually covering thirty to forty miles a day. 
To the people he was the ‘Gandhi of Malkangiri’, and, as long as he was 
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alive they used to follow him in crowds wherever he меп. When he used 
. to.go out on such campaigns he used to tell his wife Manguli that he was 
going to get raija (swaraj).? 

- These activities caused a, lot of anxiety.to the maharaja, the estate 
authorities and the colonial adniinistration. They struck back with rep: 
ression through the police and-the amins, They also tried to mobilise 
moneylenders, some village headmen. and other ‘opportunists’ against 
Laxman" in order to counter the militancy that had developed. 

. ."Laxman Naiko attended the meeting of the Congress karmees at 
Jeypore (31/7/42). It. was decided to send Biswasroi to attend the АП 
India. Congress session at Bombay. The Congress organisation in Kora- 
put was declared illegal on 9 August, 1942: Considering the background 
it waslogicalfor the strong popular pressures that had been developing 
to assume unprecedented forms. Laxman along with Balaram Pujari 
and a lot of others mobilised about two hundred. men. They were 'armed' 
with saplings, cudgels and Jathis; and carrying. Congress flags they moved 
through dense forests campaigning for swaraj.9! 

В Let us now attempt to study ‘crowd’ behaviour which assumed 
extremely fascinating forms in Malkangiri during the Quit India move- 
ment: Оп 16 August 1942 some Congressmen threatened to loot the 
opium shop at Badhigar unless Sadasiva Choudhury, the vendor, 
surrendered his stock of opium immediately. The*crowd', composed of tribals 
and- non-tribals (agricultural castes) from the Mathili and Padwa police 
station área; and :'armed'? with- /athis and: Congress flags, entered into 
Sadasiva Choudhury’s compound. In а fit’ of panic the latter surrendered ” 
ten-tülas of ‘opium, his scales and ‘his weights. After this, the leaders *. . . 

distributed the...opium amongst their following. The purpose of this 

demonstration. . .was to protest against Government obtaining revenue 

from this popular means of relaxation. - 

' ' After their success the behaviour of the ‘crowd’ tended to be trans- 
formed'into a demonstration of their displeasure with the mustajar, Kesab 
Patro, *-..whose ryots most of them : 2 > were. This mustajar had ‘.. .for: 
long been unpopular for his alleged zabardast ways with many from whom 
cist: . was) ` due through him to the estate. Kesab Patro had left his 
place to attend to his property matters at Govindapally, a neighbouring 
place: Thecrowd felt disappointed on discovering this.: It proceeded to. 
Khogan; about three miles away from: Badhigar. The liquor shop owner, 
Padam Bisoi, was forced to close his shop, and his sign board was removed 
and thrown away.'? The ‘crowd’ then proc:eded ina very enthusiastic 
way to the hat at Badhigar, ‘...trampling down the wares and produce 
forsale and knocking over people іп their mad rush.’ The official version | 
labels this as an act of rioting. However, this reflected the climax. of a - 
chain “of” activities. Although we do not have any evidence it may. Зе. 
suggested that it was very likely that the ‘crowd’ had originated from this 
very hat: After accomplishing its mission successfully it went back to the 
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` source. of its origin to share its - паара x with others and. then got -métged 
with the people at the hat. i a "REOR. 
On 23 August 1942 another interesting event::is reported: from 
Nuagaon, in the Mathili police station area..A ‘Congress -crowd’ of about 
two: hundred, threatened to burn the house of Gángadhar Guru (who 
owned a food store) of Nuagaon, unless he provided them with food: 
According: to Guru's- complaint, after satisfying their’ hunger, ‘.. ; the 
intruders took also . . (his) valuables (і.е.; clothes and Rs. 20010. cash) 
lying invitingly there'. However, according to the- police- investigation 
report Guru's allegations regarding the theft were false. з 
The-unity from below not only subsumed. tribal/non-tribal-dichotomy, 
but also division along lines of caste. А person of Malipara (Nuagaon) 
who-was a mali by-caste was sent a chit which ordered him to-keep food 
ready for:two- hundred ‘Congressmen’, -- This person was affluent compared 
to his ‘co-villagers’. The self-invited guests numbering about a hundred 
attended' the feast. In course of it the ‘crowd’ which. was composed of 
both tribals and non-tribals (this included five malis out of the’ ten leaders) 
invited- their host to join them. Since the latter declined their offer on 
grounds of caste they *. . .threatened. . {о break the caste barrier? °° ^ 


The Revolt Led by Laxman Naiko І ace ee ЕК 

` There seems to be а difference at the nite: level When, one 
considers the ‘crowd’ distributing opium at Badhigar and - the “attacks’on 
liquor shops, led by Laxman Naiko at Kongrabeda, where liquor’ was 
destroyed not distributed. After this Laxman led his! "band" of! rowdies” 
to: Kuntipalli and ‘attacked’ the liquor shop at around noori on 17.8.1942. 
The ‘crowd’ (composed of tribals’ and non-tribals, like audas) teached' the 
place shouting slogans, ‘brandishing’ Jathis and ‘Congress flags. Тһе: pots 
contáining: the fermented: mohwa апа: the ‘distillation’ appáratüs' Were 
destroyed. * Although the: owner estimated the damage’ to be around Rs. 
500, *: . it was found later not to be more than Rs.100? ^-^ ^7 

Laxman led another successful destruction’ of the Sindhabéda TE 
shop!on 18 August 1942. After this he deputed Padlam Naiko (of Kaliagüda) 
апа" а ‘party of soldiers’ to ‘raid thé opium . shop, at Sàlirüi, eight miles 
west: of Sindhabeda. The contingent reached the Opium -shop owned by. 

. §;Chandra' Sekhar Pattnaik,? who had his! shop ‘in the verandah of his 
house, around 3 p.m. The ‘crowd’ directed its wrath to ‘thirty’ eight tolas 
of: opium which was destroyed. Bhima’ Naiko toré up the account book of 
Pattnaik and he was thrown out by the scruff of the neck. By, this time 
Laxman's fame had spread all over Malkarigiri. Tt ' 'came іс” Бе,  Benerally 
belicved that he was the future king of Malkangiri. 

The messianic trait, which formed ' an, integral component of the 
revolt, was also associated with Lal Raja (whosé real name was Moti Singh). 
the naiko of Tonguguda (in the Malkangiri police station area). He had 
been recruited as a four-anna member of the Congress around 1940. Being 
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a village naiko‘. . ће could naturally wield his influence. . .' in the Tongaguda 
. area. Laxman and Balaram Pujari met him at the Demapalli market 
on 19 August 1942, and he was sent to ‘attack’ the liquor shop of 
Pushpalli (in the Malkangiri police station area). The ‘crowd’ -composed of 
tribals and: non-tribals (some were out-castes) ‘raided’ the shop at 4 p.m. 
on 19 August 1942. The sahukar, Dayanidhi, was directed to close his shop 
for good as British Raj had ended and swaraj had been.set up and.no 
taxes or.revenue would be paid. A number of articles (distillation appar- 
atus, buckets, etc.) were destroyed, and the total loss amounted to Rs.60. 
Since Dayanidhi interfered during the 'raid' he was thrown out by the 
scruff of the neek by Lal Raja. The cash box containing Re. 1 just disap- 
peared, but later on Dayanidhi ‘recovered Ке. -/1/6 out of it’. Am 

The climax was a huge- meeting organised .at Mathili оп 21 August 
1942. Since about 17 August 1942 the police- authorities had. apprehended 
that this would take the form of a ‘raid’ on the.Mathili police station." 
What needs to be emphasised is that Mathili was the epicentre of a very 
widespread, campaign, which had stirred up, Malkangiri and the western 
portion of the neighbouring Jeypore taluk (especially Ambaguda and 
Udoyogiri). What seems to-have made the estate authorities and the 
police panicky was the fear that these activities would rouse the Bondas 
whom they dreaded, since the latter had remained comparatively isolated 
and were looked upon as a fierce and; war-like tribe.” : 
қс” Оп 21 August, 1942 the opium shop and the Revenue адын S 
office, at Mathili were-raided.”* Following ‚this a crowd '.of about а thous- 
and people, reached the Mathili police station at about 9.30 a.m., singing 
the, .Ramdhun ,and, carrying Congress flags. It raised slogans like Mahatma 
Gandhi. ki Jai.; o "These people were stopped by the police about two hund- 
red yards. east of the police station. After. an argument with the policemen; 
the. ‘crowd’ withdrew ,, (to the nearby -kat in a procession. Here Laxman 
made A ‘speech informing the. audience that the British Government; was 
gone and that Gandhi was their. king, .After this the ‘crowd’ (the numbers 
of which had swelled), marched enthusiastically towards, the police station 
l around 2 p. m. Here. laxman again made a,speech through which -he 
expressed the collective” aspirations of the ‘crowd’. As he put it, Gandhi 
Raj ‘had replaced British’ Кај, ала the ‘shandy’ “and forest dues nọ longer 
had to be paid.” , Although ' portrayed as a ‘violent mob’ the ‘crowd’ 
remained peaceful.” 18 basic aim was to disobey orders, have a meeting 
апа hoist the Congress flag in the police station as а symbol of. genge 
and coürt arrest, ` sie 

In the tussle , that followed the police got the pretext for a lathi- 
charge and the subsequent firing. Laxman got injured during the lathi- 
charge and fell down unconscious, and it was the police firing that killed 
Ramayya, a forest guard, and between nine to eleven demonstrators,” . 
CoU The ‘crowd’ was termed as a ‘violent mob’ which wanted to burn the 
police station, kill the officers and loot the Malkangiri treasury. Since 
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Laxman was looked upon as a potential threat by the estate as well as the 
colonial administration it was on him thatthe axe fell. The authorities 
unleashed a reign of terror to smother the storm and secure witnesses.9? 
However, in spite of this the bulk of them were servants of the estate or the 
colonial administration and only nine out of the twenty-eight witnesses 
examined were able to say something regarding Laxman's role in the death 
of Ramayya.! Nevertheless Laxman Naiko was awarded a death 
sentence. 


Conclusion 

As can be seen the Quit India movement assumed significant propor- 
tions in Malkangiri. That this was based on the existing fituri tradition 
and strong pressures from below, even prior to the advent of the PCC, 
hardly needs to be emphasised. What needs to be pointed out is the 
convergence of this revolt with the all-India movement which gave it a new 
direction in contrast to the earlier fituris. This change can be perhaps 
located in the sharpening contradictions between colonialism and the estate 
on the one hand, and the people of Malkangiri on the other. As discussed, 
this was due to the erosion of the ‘moral economy’ and the creation of 
new burdens. In this latter category the war collections played an impor- 
tant role. These pressures undoubtedly had a unifying role and linked 
Malkangiri as well as the whole zamindari with Indian nationalism. It is 
extremely vital to grasp at this stage that this implied a rise in the levels 
of consciousness since the theme of increased burdens was more than a 
hundred years old. The picture that one gets is that this revolt was not 
based on a narrow definition of nationalism as outlined by bourgeois- 
nationalist historians;? nor were the issues ‘autonomous’ and local as the 
historians of the subaltern school®® would like to paint it. Our evidence 
clearly shows the dialectical interaction of swaraj with the popular 
level. 

The following tables** throw some light on the composition of the 
‘crowds’ that participated in the revolt : 


INCIDENTS PRIOR TO THE MEETING AT MATHILI®® 





Incident Date Place Total number | Tribals and — Non-tribals 
of persons out-castes 
accused - 

1 16,8.1942 Badhigar 8 4 4 

2 17.8.1942 Kuntipally -27 23 4 

3 18.8.1942 Salimi 26 21 5 

4 19.8.1942 Pushpalli 29 27 "E 

5 23.8.1942 Nuagaon Details are not known 

6 Not known Malipara 10 5 5 
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PERSONS ARRESTED IN CONNECTION WITH THE 
MATHILI POLICE STATION EPISODE (TOTAL 54)96 





Seer dt Tribal group[caste : 
Bhumiyas '- (Khonds) Gaudas Paikas|Ranas | Out-castes Others 
' 36 % 29 3 2 2 6 

' Occupation : 
Naikos Cultivators Agricultural and non-agricultural Teacher 

(including labourers 

22. naikos) » 

13 5.545. 8 1 





Thus, we find inter-tribal as well as tribal/non-tribal unity in course of the 
revolt. The hill- men/plains-men dichotomy does not seem to have any 
relevance since most of the PCC leaders like Biswasroi, Sahu and Tripathy 
were men from the plains." Further, one comes across the revolt subsum- 
ing division along lines of caste, and uniting some ‘mustajars with tenants, 
agricultural labourers and ‘non-agricultural’ labourers. This latter 
phenomenon was possible because of the nature of stratification and the 
position of mustajars. 

^ The revolt incorporated the messianic and millenarian legacy of the 

, fituri 1 tradition. The former was associated with some of the leaders of the 
moyement like Laxman and Lal Raja, as well as Gandhi, who emerged as 
‘saviours from above’ for the Malkangiri folk. The convergence of the 
dominant myths—Laxman Raj, Gandhi Raj and Swaraj—united: the Malk- 
an ігі, folk and strengthened the revolt. The people іп this tract related to 
Gandhi and swaraj through leaders like Laxman Naiko and Lal Raja. 

І Millenarianism was another important component of this revolt when 
one considers the apocalyptic dimension. Тһе concept of a ‘breakdown’ 
of the British Raj and the actions in anticipation of a ‘new age’ which were 
expressed through a reassertion of lost rights, non-payment of oppressive 
levies, and rumours indicate the resurrection of peasant utopia. What is 
interesting is the identification of the PCC as an instrument of social 
redřess and attempts to seek legitimacy from it for actions, even though on 
occasions these were not in line with its programme. 

Although, as discussed, various features of the revolt resembled the 
fituri tradition the struggles in the 1938-42 phase, along with the successful 
inroads made by the PCC did bring about certain outward changes in 
organisation. After 9 August 1942, when the PCC was declared illegal, 
‘crowd’ behaviour moved closer to the fituri tradition. For example, the 
marches through the forests were very much in line with it. However, there 
was no attempt at serious arming. The variations form ап interesting 
facet of the revolt. 

While discussing ‘crowd’ behaviour we should also point to the 
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importance of the hats. This сап be, perhaps, compared to the market- 
place іп pre-industrial: Europe.9 These were the places in an isolated 
tract where people were exposed to a variety of things ranging from fluctua- 
tions in prices and the payment of excise duties to sahukars and rumours. 


. They also served as important centres of discussion ‘апа were used to 


decide about future action and mobi'ise support. Changes in the behaviour 
ofa particular ‘crowd’, as is evident from the Bedhigar incident (16 
August 1942) and Mathili (21 August 1942), is significant, since it shows 
how ‘... one type of crowd is liable by the intrusion of the unexpected 
or of forces outside itself, to be converted into another'.9? ` 


It is at this stage that we should attempt to formulate some points 


. regarding the links between the PCC and this revolt. By adjusting itself to 


popular pressures in the 1937-42 phase the PCC could not only increase its 
influence over Malkangiri, but also wrench it to the all-India movement. 
The support of the PCC, however, imposed certain constraints on the revolt. 
This was primarily due to its links with the estate, once the 1937 elections 
were over, and its choice of comparatively affluent allies (i.e., mustajars) 
as the important leaders of the revolt. These implied that although slogans 
against bethi, goti and other oppressive taxes had been raised they could 
never become integral components of the revolt. Although the revolt had 
a strong anti-feudal current it was whipped up only as a factor to promote 
the politics of anti-imperialism. Our evidence indicates a compromise 
with the feudal structure. Consequently, the association with the PCC 
(which led the "revolt) dampened the social transformative content of the 
movement. 

-The pattern of ‘crowd’ behaviour shows how with the intervention of 
the PCC a contrast surfaced between popular militancy and Congress-ins- 
pired political action. While the distribution of opium, eating as self- 
invited guests, the destruction of accounts records of sahukars and attempts 
to hit out against the barriers of caste articulated the former, activities 
which were confined to the Gandhian framework of prohibition, opposition 
to excise and ‘forest dues symbolised the latter. However, the destruction 
ofiliquor.shops and the “distillation apparatus suggest a departure from 
Gandhian methods of boycott and picketting. What should not be over- 
looked is the close connection between the exploitative sahukars and the 
liquor trade which made them obvious targets of such ‘attacks’. What 
emerges is the interpenetration of these two forms, indicating the rather 
weak hold of the PCC over the revolt. . l 

The aftermath ofthe revolt saw the PCC asan important force in 
Malkangiri. Its negotiating role coupled with the absence of any other 
alternative contributed to its growing popularity. Тһе electoral success of 
Radhamohan Sahu in the 1946 Legislative Assembly elections- from the 
Jeypore-Malkangiri constituency symbolised how the: PCC reaped the 
benefits of the 1942 revoit in Malkangiri. 

Laxman Naiko was hanged in the Berhampur jail on 29 March 
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1943. А police party which visited Tentuligumma in December 1943 found 
that Laxman's relatives and co-villagers firmly believed that he was still 
alive in Berhampur jail?! When S. Sanganna toured Malkangiri. after his 
election to Parliament in 1952 a, rumour circulated that Laxman had retur- 
ned asa minister—a reward for his earlier contribution. People from ' 
different parts of Malkangiri came to see him, only to return disappoint- ` 

ed. Тһе ‘living’ Laxman reflects the unresolved contradictions and the ' 
unfulfilled dreams of the Malkangiri folk. 


l 


Till 1937 the Jeypore estate (or, the peene day Koraput district) was a part of | 
the Madras Presidency. ) 
2. The non-tribals included out-castés like Dombs, Gaudas, Hadis and Panes as 
well as Paikas, Ranas, Malis, Gaudas, etc. 
3. To get an idea of the fituri tradition see David Arnold, ‘Rebellious Hillmen :, 
тһе Gadem-Rampa Risings’ іп Ranajit Guha (ed.), Subaltern Studies 1 (New; 
. Delhi, 1982) and Murali Atlury, ‘Alluri Sitarama Raju and the Manyam, 
- Rebellion of 1922-1924 in Social Scientist, No. 131, April 1984. 2 
4. Т ат deliberately using this vague term for the sake of convenience. To be . 
'' precise, however, I am referring to tribal and non-tribal berhias and potis 
(forced labourers), agricultural and non-egricultural labourers, peasants and 
~": ' mustajars (revenue farmers, some of whom were also cultivators). ‘However, 
a5 our evidence does not indicate any support from: among non-tribal mustajars 
for the revolt. 
575. .М.С.Веһшгіа, Final Report on the Major Settlement Operations tn Koraput 
District 1936-64 (Cuttack, 1966) pp. 55, 68. It seems that the estate exercised 
. a rather strong control since.the Report on Land Administration in the Districts 
 'af Ganjam and Koraput 1938-39 (Cuttack, 1940), stated that there was no 
village establishment mairitained by the Government. 
6. R.C.S. Bell, Orissa District Gazetteers : Koraput (Cuttack, 1945), p. 137. In 
Behuria, op. cit., p. 6, it is clearly mentioned that prior to 1952 all the forests 
seo f.. were owned by the Maharaja of Jeypore. } 
7. Report.of the Partially Excluded Areas Enquiry Committee Orissa 1940: 
(Cutttack, 1940), hereafter, ЕРЕАЕС, pp. 17-18, 26-53: 
“8. Podu caused a great deal of concern for the authorities, Bell, op. cit., p. 106, 
А Unfortunately, we do not have any data on the -proportion of settled/shifting 
cultivators. Remnants of this method of cultivation have survived up to this 
day in the district. — ' ‹ 


1. 
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^ 9. Behuria, oP: cit., p. 74. 
"10, Bell, op. 'cit., p. 114. 
11. Ibid., p. 115. Women were paid at the rate of 2 to 3 annas per day ; 1 kanchum 
. ' was about: 2-3 kgs. 
-12. «Ibid., p: 116. ` ' s 
13. RPEAEC, pp. 49-50. 
244, Ibid., p. 43-; in p. 201. Biswasroi mentioned that even hill-men (most probably 
һ.тияа)ағз) recruited gotis. 
715. Ibid, p. 53. : 7 
16. Ibid, pp. 139, RPEAEC, ор. сі, p. 173, Whereas per plough the hill-men 
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- to attract my attention’ towards this dimension. ‘ Interview with Shri Ramaya 
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paid 8 to 12 annas, the non-hill-men paid between. 8 ainas aùd'2 rupees ; ibid, 
р- 28. f : 

Here I am echoing E.P. Thompson's “Тһе Moral Économy of the English 
Crowd iii tlie Eighteenth Century’ in Past t and’ Present, No. 50, Feb. 1971. 
Behuria, ор, cit., p. 6. s 

Nilamani: Senapati and N.K. Sahu, Gazetteers of India-Orissa : Koraput 
(Cuttatck; 1966), p. 178, ` "^ 

Interview : Gopinath Pujari of Mendiculi (мата), who was 18-20 years old 
in 1942. 

Behuria, op. cit. рр: 78, 228. 

Ibid, p. 229. ) меде Le ин 

RPEAEC also admitted i£; p. 29. ' Most vem Re 
Bell, op. cit., p. 116. ELE 
Behuria; op. cit’, pp. 35, 52. 

R.C.S. Bell, Census of India 1941, XI Orissa Tables, p. 33. 
This table is based on the Report оп Land Administration in the Districts of 
Ganjam and Koraput 1936-42 (Cuttack, 1937-1943). It is not clear whether 
these included both mustajari and tenant lands. RS, 

'RPEAEC, Op. cit., p. 43. 

Interview with Shri Damodar Samantarai (Jeypore), who was the first person 


Dhangramajhi (an associate of Laxman, ' of Gongla, near Mathili) and Sree- 
mati Kausalya (Laxman’s daughter, Mathili) Served to cross- -check the question 
of ‘joint land]. Samantarai could not say whether the couples who were asked 
to leave, left permanently or not. My feeling is that théy rejoined their rela- 
tives ọnce they’ were in a position to work. 

In fact; the interviéws failed tó throw any light on this subject. 7? 

Interview : Samantarai. ) 
Confidential File оп Laxman Naik (hereafter: CFLN) at the Mathili police 
station; I am thankful to the Superintendent of Police, Koraput district, 
for allowing . me to use thia extremely valuable document. ` 

Ibid. А . 

Behuria, op. cit, р. 5.68 : David | ' Krnoid, ` «Rebellious Hillmen : The Gudom— 
Rampa Risings" in Ranajit Guha (ed.), Subaltern, Studies 1 (New, Delhi, 1982) 
126-129, ы 

M. -Venkatarangaiya (ed 2, The -Freedom Movement і in Andhra Pradesh, .Vol. 3 
(Hyderabad, 1965), рр- 87-88, 932- % ; 

Dasarathi Nanda, Saheed Laxman Naik (Oriya, Вера 1977), p. 35, 
refers to Laxman’ 's.contacts with. the 22 апа his.desari traits (i:e., interest іп 
astrology and medicine). "oe p : 


f Sumit, Sarkar, ‘Primitive Rebellion and Modern Nationalist: A Note on 


Forest  Satyagraha i in the Non-Cooperation and Civil Disobedience Movements' 


` in Proceedings of the Indian History Congress, Bhubaneshwar Session 1977 
' (Aligarh, 1978), , p. 516, points, to Raju wandering among, tribals claiming 


38. 


astrological and ‘medicinal powers, This obviously enabled him to move closer 


to the peopie. А 

То get an idea of popular responses ‘in Koraput during the 1929-1934. -phase see 
Biswamoy Pati, 'Peasants, Tribals and the National Movement in Orissa 1921- 
1936' (Delhi Univ. M. Phil. thesis, 1980, unpublished). 


64. 


39. 


40. 


48. 
. HPFR, МАТ, 18/4/1938. 
. 4/13/1938, ор. cit. 

. B.S. Deo, The Goti System in Jeypore Agency (Теуроге, 1938) p. 7. Unfortu- . 
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RPEAEC, p. 59, mentioned that eleven tribes in the Koraput district were not 
allowed to vote inthe elections under the provisions of the Government of 
India Act, 1935 ; this included Parojas, Khonds, Koyas, Gadabas and Dombs. 
The facts we have make it dear that not more than 40% of the districts popu- 
lation could vote. Note : Dombs were outcastes. 

Balabhadra Pujari, Saheed Bira Laxman Naik (Oriya, Bhubaneshwar), p 

The Utkala Sammilani had sought to unify Orissa and was a virtually spent i 
force in this context ; it was backed by the zamindars and some native chiefs 
of Orissa Pujari refers to Bidyadhar Singh Deo as the son-in-law of the 
Maharaja of Jeypore. However, in H. Poll. file no. 4/13/1938 (NAI) he is 
referred to as the Maharaja’s nephew. 


. Indian Annual Register, July-December, 1937, p. 268. The result of this concern 


was the RPEAEC. 


. This becomes clear if one goes through the H. Poll. fortnightly reports (here- 


after HPFR), file no. 18/7/1938 and 18/9/1938 (МАТ). 


. HPFR, NAI 4/13/1938 ; interview : Samantarai. 

. 4/13/1938, op. cit. 

. HPFR, NAI 18/10/1938. 

. RPEAEC, p. 26. 

. The Bastar state had common borcers with the Jeypore taluk. Laxman was 


active in the Ramgiri forest range which was іп the Jeypore taluk, bordering 


, Bastar) in the 1940-41 phase. , 


HPFR for Eastern States,. NAI, 18/5/1938; 


nately, I have not been. able to see his paper on the bethi system. 
18/7/1938. 


. Indian Annual Register, . July-December, 1942, p. 194. 

. Ibid. 

. 18/11/1938, op. cit. : . . : 

. Interview : Samantarai ; R.K. Biswasroi, Orissa Rajaniti Ebon Eka Nua 


„Ргадеѕћаға Parikalpana (Oriya, Jeypore, -1973), pp. 32-33, served to cross- 
chéck this evidence. 


56. HPFR, NAI, 18/6/1939, 
. CFLN. 
2 5. Sanganna, ‘Revolts in Orissa—Martyr Laxman Naik: A Hero of the 


Freedom Movement’, in V. Raghavaiah (ed.), Tribal Revolts (Nellore, 1971) 
р: 249. 


. Ibid; p. 250 and CFLN, др: cit. The selection оҒ the Ramgiri region seems to 


be particularly striking considering that there is а huge mela at Gupteshwar 
(іп this tract) on Sivaratri. Even today tribal as well as non-tribal people from 
parts of Andhra Pradesh, Madhya Pradesh (both bordering the Koraput 
district) and the Koraput district attend it. 'This festival usually falls in the 
dry season, when it is not very difficult to move around in this forested region. 
Although е exact time when Laxman offered individual satyagraha is not 
known, this place was selected because of its importance as an area in which a 
lot of people gathered. 


у Our evidence does not indicate that Laxman campaigned against the tax on 


opium. The war collections increased the burdens and created the basis for a 
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strong unity from below. Out of the twenty-two people arrested in connection 


. (with the-anti-war slogans in the district there were tribals, non-tribals and 


«ot 


62. 
63. 
64. 
65. 


66. 


out-castes ; based on HPFR, NAI, 18/2/1941. That Koraput district was the 
leading district in the province of Orissa as regards war collections becomes 
evident from Ibid. f 

Interview with Krushna Chandra Bisoi, Jeypore. 

Interview : Kausalya. < 

Nanda, op. cit., pp. 72-76 ; and, Sanganna, op. cit., p. 250. 

CFLN, ор. cit., and, Mahtab and De (ed ), History of the Freedom Mavement 
“іп Orissa, Vol. IV, (Cuttack, 1957), p. 91. 

SC (Sessions Court ) No. 18/1942, ‘Judgement in Late Laxman ‘Naik Case’ ; 
‘I am grateful to the Collector, Koraput district for allowing те іо use this 
document. 


:67.: Mahtab and De (ed.), Vol. IV, op. cit., p. 91 point to the fact that these people 
2 &were-‘armed’.with saplings, cudgels and Jathis, forgetting that it is a very com- 


` 168, 


69 


70. 
71. 


72. 


73 
74. 
75. 


76. 
77. 


78. 


79. 
80. 


81. 
82. 


mon practice for people to move .about ‘armed’ in this way. in the forest tracts. 
'In'ibid; vol. V, it is mentioned that : ‘The property of Messrs H. Dear & Co., 
who had the contract for - the supply of sleepers was made a target of attack’ 
(p. 87). 
"This part is based on CFLN, ор. cit. ; I am narrating the various events in the 
sequence they are mentioned. 
This characterisation matches perfectly with that of Mahtab and De. (ed.) 
vol. IV, op. cit , p. 91. 
Patros and Bisois are mostly non-tribals. 
The Nuagaon and Malipara events reflect on the type of people who formed 
the crowds and the obvious fact that they were not rowdies or criminals. 
His name suggests that he was most probably a kumuti. His name itself con- 
veys how a person who was most probably from coastal Andhra pradesh 
(S. Chandrasekhar isa Telugu name), perhaps sought (о re-adjust in Orissa 
(Pattnaik is an Oriya title) to carry on his activities. 
This again shows the motive of the crowd. 
SC no. 18/1942, ap. cit. 
Nityananda Das, ‘Martyr Laxman Naik: А Hero of the Freedom Move- 
ment’, Adivasi, Vol. IX, No. 1, April 1967, p. 24, 
Mahtab and De (ed.), vol. V, op. cit., p. 88. 
SC no. 18/1942, op. cit. ; and the Patna High Court Decision cited by Mahtab 
and De (ed.) Vol. IV, op. cit., pp. 44-48 (appendix). 
Nityananda Das, ор. cit., p. 25 ; Sanganna, op. cit., p. 252, mentions about the 
attempt to hoist the flag ; Laxman іп a letter signed by him, mentioned how 
these people were eager to court arrest ; cited by Pujari, op. cit., p. 20. Inter- 
view : Gopinath Pujari, matched with this evidence. 
Nanda, op. cit., p. 93. Several people were also injured. 
For details of repression see Biswasroi, op. cit., p. 26. It may be worth men- 
tioning here that the Malkangiri treasury was nearly forty-five kilometres 
away. 
Patna High Court Decision, op. cit. . 
See, for example, Bipan Chandra, Nationalism and Colonialism in Modern India 
(New Delhi, 1979). As he puts it: ‘‘Nationalism helped to arouse the peasant 
and awaken him to his own needs... Nationalism helped the peasant move- 
ment to ‘stand on its feet’, . ,” (p. 345), 
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«83. То: get an idea about the approaches of tbe historians of this school see 


ate 


Ranajit Guha (ed.), Subaltern Studies I and II (New Delhi, 1982, 1983). For а 


* eritique of the subaltern school see Sangita Singh, et. al., ғылы Studies П” 


in Social Scientist, Oct. 1974. 


84. It should be clarified here that these tables concentrate mostly o on dass who 


were arrested or figured in the police reports. 


85. Based on CFLN, ор. cit. 
86. Based on Nanda, ар. cit., pp. 118-120. M 
87. Infact the popularity enjoyed by the Congress leaders in Malkangiri was 


remarkable. While interviewing Dhangamajhi, op. cit., he started crying while 
describing how people felt when Radhamohan Sahu died. ~ 


88, Неге Lam echoing Marx, “Тһе Eighteenth Brumaire of Louis Bonaparte’, in 


Selected Works, Vol. I (Moscow, 1977), p. 479. 


Аа example, Georges Lefebvre, The Great Fear of.1789: Rural’ Panic in 


- Ravolutiouary. France (London, 1973), translated by P. White, especially Chapter 


-1 1. 2 to get an idea about this dimension. 
290: George Rude, The Crowd in History : A Study of Popular Disturbance. i in France 


91. 


and England 1730-1898 (New York, 1964), p. 4 c 2 
CFLN. 


92. Interview.: Pujari. Sanganna had not contested from this constituency in the 


521952 elections. 
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і Urbanisation in South India : The Role of 
| Ideology апа Polity 


URBAN HISTORY isan area of comparatively recent interest among 
historians, particularly historians of India, The central concern in historical 
reasearch in India has more often been with agrarian systems, peasant 
history, and the general pattern of socio-economic change rather than 
urbanisation per se. Growth of urban centres is of marginal interest even to 
the studies on trade patterns, and merchant and craft organisations and the 
role of the State in the promotion of such activities. For the early historical 
arid early medieval period in India, even the few available works on urban 
centres’ suffer from a woeful lack of clear orientation and a meaningful 
framework. There із а tendency to follow the notion that “а town isa 
town, wherever it is" and that being a visual phenomenon the town/city 
should be made an object of study in its own right. Asa result these works 
are.nothing more than compilations of lists of towns under various cate- 
gories such as market, trade and commercial centres, politica! and adminis- 
trative centres, and religious centres! Any attempt to explain the causal. 
factors in the emergence of towns is incidental to this approach. Historians 
have often succumbed, it would seem, to the tendency of studying the: 


‘form’ at the expense of the ‘substance’ of the urban characteristics of a 


place.. >. қ ЭСЕ: 
In the more recent attempts? to understand the range of issues involved, 
in ће. urbanisation of early medieval India, the major concern has under- 
standably been with the processes of urban growth. While their emphasis. 
has been on the need for overall perspectives and analytical frameworks as. 
against typologies, they also highlight the problems in such exercises due to 
the inadequacy of empirical reasearch. , . : : 
The concern with processes rather than typologies also. brings us to 
the central issue in urban history, namely, whether the visual presence of. 
towns is à justification for treating what is "essentially a physical object" 
asa “social object” to be “turned into a focus of analysis in its own right", 
i.e., a Teified concept of the city as a decisive agency or independent variable 
in the process of social сһапве, or whether urban history should be pursued 
as “рагі of the analysis of those broad socio-economic changes with which 
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history is concerned’’,* i.e., those socio-economic changes which generate 
urban forms. It has been reiterated that the “proper concern should not be 
with cities as such but with complex societies, in which cities and their 
hinterlands are interwoven into tight political and economic webs." In 
studying the evolution of urban forms, there is the additional hazard of 
taking a single factor as universal and attributing absolute ' primacy to it or 
overstressing one aspect as innovative or catalytic at the expense of 
others. 


The hazards of searching for a general framework notwithstanding, 
research available on the ancient and early historical periods in India has 
shown that there were two major periods of urbanisation, to which a third 
may.now be added for the early medieval period. It is also. generally 
accepted that the first urbanisation, i.e., the Indus Valley urbanisation of the. 
proto-historic period, left no legacy beyond the middle of the, second 
millennium B.C." The second or the early historical phase, represents.a, 
long. period of urban growth stretching from the sixth century B.C. to the 
third.century A.D. With its epicentre in the Gangetic valley it spread over. 
the whole of North India by the third century B.C. and over Central India,. 
Deccan and the Andhra region between the second century B.C. and third. 
century A.D. It must be stressed, however, that it is the latter part of this. 
long chronological span that witnessed the most clearly visible manifesta: 
tions of this urbanism. Zr 


The. end of the second ion phase is a time-market for the eatly. his- 
torical:period and provides a starting point for the protagonists of the theo» 
ry of "Indian feudalism"* i.e., a new socio-economic formation, : sometimes. 
termed as “‘land-grant economy". А new set of urban centres. is associated 
with .thisiperiod- and with the decline of feudalism in about -the thirteenth 
century A:D:, this period is brought to a close, coinciding with the: iar: 
nings of Turkish rule in: North India.? 

These time brackets may serve as a useful working framework within’ 
which urban: phases may be'distinguished and overall patterns may be 
worked out, They may riot, however, bring us any nearer to'arriving ‘at 
a: general analytical framework, for precise chronological limits sométimes' 
break: down or become irrelevant, when the actuality of regional 'evidence' 
. isttaken into account. Thorough investigations at a regional level’ would: 
therefore become a pre-requisite, before -the commonality of ‘elements: 
іпуоіуеФ іп urban growth can be isolated. 


Keeping in view the elusive character of urban theory, the’ limited 
scope of concepts to be applied to a variety of social contexts and given 
the’ present state of empirical research on the urban history of India, my 
work aims at providing a regional perspective for South India "mainly as 


an indicator of a field where a great deal of fundamental work rieeds to be 
done. і 
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. In South India, the second (or strictly speaking the earliest) urbanisa- 
tion is represented by its end phases, evidence of its spread áppearing at 
slightly different chronological points in the Deccan, the Andhra region 
and the Tamil country. By the beginning of the Christian era, it had 
become an all India phenomenon. The beginnings of this urbanisation 
are placed i in the 6th century B.C. with its epicentre in the Ganges valley, 
where expansion of trade i in ripples" around the early janapadas assumed 
significant proportions by the 3rd century B.C. with a network all over 
the north, Central India and the Deccan-and with arterial links with Cen- 
tral Asia. and West Asia. The spread of this network into the Deccan and 
Andhra region was undoubtedly brought about by overland trade links from 
the, 3rd. century, В.С. and.the expansion of the Mauryan State. However, it 
would. be: erroneous to assume that without the impact of maritime trade, 
the phenomenal increase in the trade activities of the Deccan and Andhra - 
regions. from about the 2nd century B.C. to the 3rd century A.D. could 
have taken place. 

In the extreme south, i.e., Tamil country (including modern Kerala), 
the effects of this urbanisation were.only indirectiy felt, Visible clues to 
the contrastive urban experience of this region are the striking absence of 
trade .networks, lack of organisational coherence (i.e., guilds) and the 
nature of Tamil polity. No less evident is the absence ofa dominant 
religious ideology, The key to the understanding of these differences lay 
. in-the.distinctive socio-economic milieux of the eco-system called the tingit 
within which the emergence of towns and the pace of urbanisation have to 
be viewed, : : 

Ibis ‘not a matter of coincidence that .the earliest ruling families or 

“crowned kings”, (Vendar), as they. are described in early. Sangam Tamil 
literature, emrged: in the marudam tinai representing the fertile agricultural 
. tracts. of .the major :river valleys. The earliest. towns also arose in these 
tracts as well as in the zeidal or coastallittoral. Such centres were cons- 
ciously developed by the ruling families. These two tinai were dominated 
by the.Ceras (Periyar valley), Colas (Kaveri valley) and the Pandyas 
(Vaigai and, Tamraparni valleys). The marudam was marked by an inland 
town of political and.commercial importance and the neidal by a coastal 
town.of commercial importance, e. g., Uraiyur and:Kaverippumpattinam 
(Puhar):ofthe Colas, Madurai and Korkai of the Pandyas and Vanji 
(Karnvur) and Musiri of the Ceras. . These. towns in, effect. represent the 
development of dual centres of power.! 

Located in the rice producing marudam tracts, the early chiefdoms.or 
potential monarchies with their janapada like polities!*' evolved out of earlier 
tribal organisations. Тһе agricultural potential of the major river valleys 
attracted. settlers from very early times and numerous settlements had 
emerged by the beginning of the Christian era, the Kaveri delta showing a 
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1 x 
fair concentration of such settlements. It is not clear whether, and if so 
to what extent, the ruling families helped in this process although a late 
tradition attributes an irrigation work on the Kaveri to one of the Colas. 
It is possible that the impact of trade, particularly maritime ‘trade, led to 
intensification of inter-tinai ‘exchange, which in turn could have “provided 
an inéenfive for’ extracting the ‘surplus’ of ‘the agricultural tracts and 
chaninelisirig it towards trade. However, no direct and organised control 
appears to have been acquired Әу any оЁ the ‘crowned kings’ over the’ 
agricultural tracts, no regular tax structure having been evolved. The’ 
institutional forces, which defined the ‘excess’ ‘requirements, Provided for 
its appropriation and defined its utilisation! are not known to hàve: existed' 
under the Colds, Céras and Pandyas. Тһе hegemony of the Vendar was 
rather loosely held. Performance of Vedic sacrifice 'and patronage to 
brahmanas were not an intrinsic part of the legitimation process in this' 
period,” 16 although: evidence of both is available in the Sangam antholo- 
gies.” “Even at such sacrifices: wealth would’ have got distributed ‘rather 
Шап accumulated as a' resource. · The continuance of inter-tribal warfare!® 
and war loot was perforce the only recourse to supplementing resources, 
most of which were redistributed in the form of patronage to poets and 
bards and some, channelised ‘into trade, t i dep 
The kurinji tinai (hilly area) was partioulariy rich: in resources such’ 

as aromatic wood, which were. exported outside thé: Tamil region.’ A! 
symbiotic relationship developed between these and the marudam. and 
neidal tracts. For. in return for paddy and salt, the people of the marudam 
and neidal acquired the rich resources of -the hilly tracts.? Inter-tribal 
warfare’ was another means by which the ruling families of marudam. 
obtained such resources. In this context the wars among the Vendar** ог: 
‘crowned kings’ themseélves‘becomé :significant as they: represent attempts 
by each of the three rulers to'gain:control over the resources‘of the others.’ 
The Cola attempts to gain access to the ‘pearl fisheries! of the . Pandya coast’ 
and the rich pepper areas of the Ceranadu would be significant as showing 
their interests in establishing an exchange system. -` ` Bo 

d The mullai tina? on the fringes of settled’ agricultural tracts repre-- 
sentéd a transitory ecological zone апі could gradually have merged with: 
the latter with the expansion of agriculture and irrigation facilities.?! Some 
of the mullai tracts ' were also locations for iniportant routes such’ as the 
Kongu région—the Coimbatore and Salem districtsand thus became areas 
of contention among the Vendar. While inter-tinai exchange would һауе: 
introduced ‘a-symbiotic: relationship'at one level, there still was а nàtural' 
element of competition and hostility die to the contrasts in the produc-: 
tivity.of thé different tinais. Predatory raids?? were hence common and 
references -to the 'razing of the enemies’: fields and despoiling of: water 
tanks? shows that the kurinji and mullai chiefs жеге no passive observers 
of the increasing influence of the Vendar, when they fell short of their basic 
resources, - А 
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: « In the process of establishing inter-tinai exchange, emerged several 
settlements probably.as foci of inter-tinai contacts; which from the criter- 
ion of modern urban centres, cannot be classified as urban. Yet, in con- 
temporary perception, these settlements, were distinct from their hinterlands 
both in size and antiquity. Such. settlements may often be recognised 
from the terms used to, denote them viz., mudur. (old settlement) and perur 
(large settlement)” usually found at the junction of inter tinai exchange 
bordering on marudam ]and or occasionally as the centres of the chiefs of 
the kurinji апа mullai?..  , 1. i. 

The more. commeietally active and organised. ‘owns were the pattinams 
located on.: the- coast. This accounts. for the fewer and sparser urban 
settlements in the interior and their presence.only in the marudam and 
neidal tracts, i.e., the inland capital and coastal port..Even these were no 
more than trade enclaves, particularly the pattinam on the coast like Puhar 
or:Kaverippumpattinam.: The instance.of Puhar.is striking, for it ‘was an 
emporium, an entrepot, acting as a collection centre, perhaps : comparable 
oia gateway city (Pühar, means river,entrance) to its hinterland, the 
Colanadu?* Howeyer evidence of an extensive network. connecting this 
port,through subsidiary towns’ ог пода! points does not exist and the 
Situation; was no . different in- relation to ports like Nirpeyarru (for Kacci 
orlater Kancipuram), Arikamedu .(Virai,a Velir port), Korkai (of the 
Pandyan .coast) and Musiri (of the Cera coast)" Local exchange was 
hardly linked to the type of :wholesale or bulk, activities of such enclaves, 
for the local exchange system was-subsistence-oriented. Тһе depolyment 
of goods, from the ports and into them, was.in the hands of individual 
traders and merchant families, . guild activities being least attested in the 
Tamil region., The emphasis. was, on luxury and exotic items of import, 
,some of which were prestige goods or what are called primitive valuables, 
They could have been of ійеотіесћпіс (or socio-technic) value to the ruling 
families, and hence it is. not clear now significant .this trade was азға 
resource potential to the rulers, who were only. li ttle more than tribal chiefs. 
Yet, their interest in this trade is attested in several ways as, for example, 
іп levying , duties оп. goods (u/gu porul) coming to the. port and in using 
imported. luxuries as an alternative means of supplementing irregular 
tribute due to the lack of coercive power to directly tax the people of the 
rich agricultural tracts, i.e., the farmers. Social distance and a symbolic 
contrast, between, the ruler and the ruled may well havo been the major 
2. i 5 "m б 

‚ The inland towns could ai best be described as consumption points, 
although there is some evidence of Uraiyur, Kacci: and Madurai as textile 
manufacturing centres forthcoming mainly from literary evidence and to 
a limited extent from archaeological finds. In most cases, archaeological 
finds have not proved to be particularly illuminating, except for Puhar, 
‘where again harbour facilities are attested?! but manufacturing activities 
are hardly indicated, Even the ‘monumental’ architecture™ that has been 
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unearthed in Puhar is chronologically later than the period of intensive 
commerce, One area of potential archaeological significance is:the region of 
Coimbatore, where a concentration of commercial and artisanal activity is 
beginning.to emerge from the excavations at Kodumanal, the Kodumanam 
of Sangam works, situated on the banks of the Noyyal river? Тһе 
provenance and distribution of punch-marked and Roman coinsin the 
Coimbatore region lends additional support to its importance. Details. of 
the archaeological evidence regarding other centres, inland and coastal, 
the artefactual remains of Roman objects and the Roman -factory site at 
Arikamedu need not detain us here, for these have. been highlighted time 
‘and again in studies on the Sangam period and on the early Indian trade 
contacts-with: the Roman west.** 

The major concern in discussing the impact of maritime . trade on 
the Tamil society is to assess the nature Of urban development and trans- 
formation of society through such impact. The Tamil society, especially 
ofthe Cola region, i.e., Kaveri valley, had reached:the level of a farmig 
:society from a former position .of'tribal organisation. Survivals of :their 
tribal ‘origins are still echoed -in the early anthologies: Similar to - other 
‘traditional ‘peasant societies’, it also retained a high -degree of-subsisterice 
iproduction'which did not find its way:to the market place located at this 
time only іп а few urban centres. The market principle did: not govern its 
exchange and the'hinterland people were not dependent for daily require- 
ments on long distance commerce, which in itself was oriented towards 
trade in luxury goods. The luxury goods that entered the interiors circu- . 
lated through networks of kinship, patronage and clientele, through red- 
istribution and presentation. The foci of long distance trade were the mar- 
-ket centres on the coast, the urban clintele being the rulers, members of the 
.elite—the Canror апа: Uyarndor—who gained social prestige from which 
‘flowed other ‘privileges, predominantly political. Not surprisingly, : ruling 
'families like ‘the Colas, consciously encouraged external : trade · connectioüs, 
developed ‘ports "and planted their agents or ófficers to süpervise and 
- control-the flow of goods.*” 

` "The kurinji and mullai tracts, as seen earlier, were ‘not directly Я 
ed in this commerce, but were brought into the commercial circuit through 
.the marudam rulers. They were largely tracts of relative isólátion-and were 
characterised by simpler ‘forms of socio-political organisation. :Processés 
leading to the: development of socio-economic diversification were limited 
in these tracts which could sustain only “segmentary tribes" -in ‘small 
dispersed settlements. Again, as primitive valuables or prestige goods, 
the luxury and exotic -itéms could have induced the chiéftains of these 
tracts to encourage the flow of goods, as it gave them the opportunity of 
enhancing their:socio-political status.9? 

It has-been argued on the basis of:ethnographic data that trade alorie 
can rarely bring about the evolution of social stratification from a ‘nof- 
Stratified society, since such systems have an in-bujlt mechanism to prevent 
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the equilibrium being destabilised.*° In the marudam tinai a certain degree 
of diversity seems to have accompanied the agricultural settlements through 
the evolution of crafts related to agricultural activities, and smiths, carpen- 
ters, jewellers, goldsmiths, weavers and metal workers are constantly. referr- - 
ed to in literature. Evidence of a broad dual division of ѕосіеѓу,іѕ provided 
by the references to the Canror. or Uyarndor and the Пісіпағ; The position 
of dominance was occupied by the chiefs/kings and the landed local elite 
(Velir, Kilavan or Kilan, talaivan, entai) collectively referred to as Uyarndor 
and Canror (the superior ones) while the lower category generally termed 
as Пісіпағ were engaged in various ‘inferior’ activities or subsistence 
production. It is only in the medieval commentaries on Sangam works 
that references to the superior Velalas (апа owning group) and inferior 
Velalas (cultivators)'* occur together with the Velir chiefs as the dominant 
land owning groups controlling fairly large areas of agricultural land," .. 
indicating that stratification based on land distribution and control was 
believed to have existed even in this early period. The Velir are described 
in the Sangam works as lesser chiefs, pastoral-cum-agricultural, but next 
in importance only to the Vendar as a dominant ызы group and 
as patrons of the Tamil poets. 

' The differentiation became more marked in the marudam and neidal 
regions, where the capital and ports were located and where an increase in . 
trade ventures introduced a further element of diversification such as 
individual traders, vanigaccattu or groups of merchants, king's officers or 
customs agents and warehouse guards in the market and port towns, 
leading to a more complex society. The relatively undifferentiated ‘tribal’ 
society was disintegrating and differentiation had set in. 

The chief economic activities in the neidal tracts, apart from trade, . 
` were fishing and manufacturing and selling of salt, in which the Valainar 
and paradavar were involved. The paradavar gradually diversified their | 
interests to become pearl fishers and traders and their increasing partici- 
pation in coastal trade dealing in expensive items like pearls, gems and 
horses is indicated in the descriptions “of their commerce and life-style.“ 
Salt manufacture and trade also became a more specialised activity with a 
group called Umanar. However, the evidence on the whole suggests that - 
craft specialisation was, with the exception of a few spheres," at a rudi- 
mentary level. Nor is there any evidence on craft guilds or artisan guilds., 
‘Merchant guilds are also not known to have been a regular part of the 
commercial organisation although there isa single epigraphic reference . 
to anigama from Tiruvellarai? and literary reference to a merchant of. 
Kaverippumpattinam аѕ а Masattuvan- (Sarthavaha).^ ‘The producer was 
quite often also the dealer in the commodities manufactured'? m manu- 
facturing activities were generally on a low level. i 

Money as an exchange medium was' evidently used only i in larger 
transactions and long distance trade and, perhaps only by itineránt merch- 
ants, Numismatics for this period in the Tamil region is one of the. most . 
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problematic of sources, despite the fact that a large number of hoards of 
punch-marked and Roman coins, apart from stray pieces from stratified 
archaeological levels are available. With the possible exception of a single 
hoard of punch-marked coins ‘assignable to the Pandyas® on the basis of 
the fish sign on the coins, and another attributed to a lesser chief in the © 
North Arcot region,? no regular ‘dynastic issues’ are known. In short, 
the available evidence is hardly indicative of a regular system of monetary 
exchange. ағы 

The varna based organisation of society is also not clearly attested, 
despite the fact that the priestly brahmanas are often referred to asa 
distinct social group enjóying a high status. The Tolkappiyam reference to 
the four fold division of society occurs in the Porul adikaram? of the work, 
suggesting a later date for the use of this framework of social stratification 
for the Tamils. The idea of ritual pollution was, however, prevalent and 
groups associated with impure activities are said to have lived separately.™ 
This may well have been a. survival of the. tribal system even in the maru- 
dam region where the varna differentiation first emerged. 

The spread of Buddhism and Jainism, coinciding with the increase in 
trade and commercial activity, would also seem to have introduced an 
element of further diversification, especially in the urban centres. Jainism 
was, more often, predominantly represented in the inland towns and 
Buddhism іп the coastal towns, especially Puhar. Their patrons cáme | 
mainly from the commercial community, i.e., merchants and craftsmen,” ` 
apart from ruling families. The heterogeneity of the urban: population, 
of which the Yavanas** (people of West Asian and Mediterranean origin) 
were also a part, shows that people of different ethnic origins and belong- 
ing to. various religions aggregated in towns, and brahmanical and folk 
cults were also well represented in most centres. No single dominant | 
religion is attested in any of them. І Е, 

'- There is little by way of archaeological evidence to establish the 
social complexity. Some indication of it is seen in the megalithic burials, 
many of which are coeval with the period of the Sangam classics." Burials’. ` 
containing a variety of war weapons, apart from other agricultural ` 
implements, may be associated with the high status warrior and chieftainly 
groups. The five kinds of burial practices mentioned in the Manime- 
‘kalai,® one of the two post-Sangam epics would also suggest a possible 
differentiation in the rank and status of the groups involved, which, how- 
ever, can be assessed only оп the basis of a study of all the burial types, 
their distribution and contents. | 

Thus the ultimate manifestation of the impact of trade is seen | 
mainly in the marudam and neidal eco-zones with a greater diversity of 
occupations, 1.е.,“а new and more complex division of labour'.*? However, 
the pace of social differentiation and urban development was not only 
slower but hardly reached the level ofa system in which tight networks 
of institutional forms and. relationships? could emerge similar to that of 
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the Deccan and Andhra region. 

Even.within the Tamil country, the nature of urban growth in the 
Pandya and Cera countries differed significantly from that of the Cola 
dominated regions. A major thesis® on the. effect of the coastal sea traffic 
on Pandya- coastal region and of northern Sri Lanka would place the 
Pandyas as pioncers in the promotion of coastal and overseas trade and 
attributes to them the introduction of the Brahmi script in the Tamil 
country, as the earliest Tamil-Brahmi inscriptions occur in the Pandya 
region. Seer together with the possible association of the Pandyas with 
the earliest dynastic coinage and their patronage of the Tamil literary 
academy called the Sangam, it isnot a matter of surprise that it was 
Madurai, the Pandyan capital, which became the Tamil city par excellence, 
Inthe Pandyan context, itis suggested, the impact of the western sea 
trade in the “urbanization/civilization” of this part of the peninsula and 
the Sri Lankan coast was minimal, whereas the initial stimulusis attributed 
to coastel sea traffic from Gujarat in the west to Bengal in the east in the 
pre-Mauryan and Mauryan times. Over-land traffic is assigned lesser 
importance through the Mauryan times. Equally significant is the fact 
that the most important transpeninsular route connecting Karnataka and 
Kerala with Tamil Nadu passing through the Kongu region, is marked by 
Brahmi inscriptions chronological ly later than those of the Madurai region, 
once the arid Pudukkottai area is crossed from the south. Тһе commer- 
cial importance of the Kongu region has been noted earlier and the route, 
which passed through it, was popular down to the medieval times among 
itinerant merchants. 

At this stage, it may be useful to delineate the major атака and to 
. recapitulate the contrastive urban experiences of the Deccan and the Tamil 
country. Ав we have seen, they are ultimately traceable to ecological and 
cultural factors as well as political organisation. The river system af the Deccan 
plateau shows certain restraining factors making the region conducive only 
to the growth of relatively smaller areas of agriculture.: On the contrary, 
is was less restrictive and more suitable for the growth of communication 
and transport networks, with the passes in the Western Ghats linking the 
coast to the interior and the relatively drier zones helping uninterrupted 
travel and easier movement.*® The expansion of these routes subsequently 
to include the Andhra region ina tight commercial network took place 
when a larger agricultural base in the Krishna Valley was acquired by the 
Satavahanas in the latter part of their period. 

The Satavahanas adopted brahmanical ideology for legitimating their 
rule, with their commitment to the Varnasnama ideal probably originating 
from their earlier priestly affiliations. The advantage of conceding the 
dominance of Buddhist ideology over merchants, and others involved in 
commerce and production for trade, both overland and overseas, was also 
understood by them. In the Deccan the symbiotic relationship which 
existed between the political structure, the commercial groups and the 
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Buddhist order have been clearly recognised.” The | power structure which 
thus evolved reflects іп many ways Mauryan ideological influences or the 
continuation of Mauryan institutions, in what may be seen as 'secondary 
state formation' with a regular tax structure and a monetary system: 
controlled to a large extent by the ruling dynasty. Royal patronage of the 
expanding trade and a dominant Buddhist ideology, which helped 
evolve institutions such as the monastery and guild to support it, mark the 
contrastive processes in urban growth in the Deccan and Tamil country. 
The only common: element was overseas trade, evidence of which, is 
eae 

"Reference has-been made earlier to the importance of the tinai in 
determinas the socio-economic development of the Tamil country. Tribute, 
and not tax, warfare for loot and plunder as well as hegemony, absence 
ofa regular dynastic coinage, use of money in long distance trade by 
itinerant traders and inlarger transactions, local exchange remaining out 
of the circuit of inter-regional commerce and more importantly the absence 
of institutional forces like the Buddhist monastery and the traders' guild; 
marked the urban ‘growth of the Tamil region with a remarkably lesser 
degree of intensity. Added to this were the absence of a clear varna-based 
sócial stratification, and the emergence of urban enclaves which left kinship 
and communal organisation relatively untouched over vast. -agricultural 
plains and other ecological zones. 

Under the Vendar, the chiefdoms, which appeared to mark a tran- 
.sitional stage in the evolution of the state, never passed the trarísitional to 
the state level.” The reasons for their decline may be sought not only ih 
the sudden arrest of urban growth due to the withdrawal of the western 
trade, but also in the lack of coercive power and institutional control over 
the agricultural plains themselves. They seem to have been overtaken by a 
crisis caused by decline in trade and at the same time by ambitious chiefs 
of other eco-zones, whose descent into the plains was not a mere predatory 
raid but more а lasting occupation of rice-yielding tracts, over which the 
control of the Vendar was becoming increasingly tenuous as their socio- 
political prestige was at a very low ebb. If urbanisation consequent ‘upon 
long distance trade could induce the formation of a state society, this did 
not happen in the Tamil region to the same degree as in other parts of 
India during the early historical phase. Hence long distance trade may, be 
seen both as a cause and an effect of state formation, depending i шрот 
factors other than trade itself."* In fact, territorial expansion and politica] 
unification have been regarded as less indirect consequences of urban 


genesis than as functionally inter-related processes “at the very core of the 
transformation"? 


The cultural ethos of Tamil society given to the ideals of. 596 and 
war (aham and puram, both implying heroism), generosity and patronage, 
i.e., a kinship oriented value system, and the predominant folk component 
in worship and religion, i.e., an ‘anthropocentric’ worship, would also іп- 
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-- dicate that social norms had not yet shed their tribal moorings. What was 
~ needed: was a formalised religious system and its universalisation through 


acculturation, a system which could combine in it many of the folk and 


' popular elements with the Puranic-Sanskritic tradition that swept the sub- 


, continent by the end of the sixth century A.D. 

"' * The so-called Sangam period has often been stretched from 300 В.С. 
“ОАР. 300 and even beyond. Hence the use of the Sangam works as a 
"single corpus. ofsources for the whole period is hazardous, especially in 
~ view. of the different internal chronologies suggested for these collections 


R “апа 'thé fact that they were collected and systematised much later in the 


“ 8th-9th centuries A.D. It would, therefore, be more valid to treat them as 


А representing different layers of poetry and at least two levels of social 


4 


organisation, i.e., the tribal stage persisting in the mullai and kurinji regions 


' and an incipient stage of urbanism developing in the marudam and neidal. 
'Sucha change was rather suddenly arrested both due to the decline of 


trade and lack of an institutional coherence, and resource base to fall back 


' upon in a crisis. 
Sus ros P 


П 


Тһе early historical phase of urbanism has thus been shown to be the 

- result of external trade, an ‘urban revolution"? in a restricted locus within 
which the process was concentrated," leading to the emergence of urban 

: or, moré correctly, trade enclaves. The discontinuity caused by the decline 


zof.trade' around the 3rd century A.D.,is represented as a period of 


. crisis in Tamil society of the post-Sangam era, in the later literary and 


~ „epigraphic records of the 7th-9th centuries A.D. Was it a crisis of urban 


. ‘devolution’? Or, was ita breakdown of earlier tribal forms followed by 

a -transition towards the genesis of a new socio-economic! formation in the 
slater period? This period of “socio-political subversion" is also attributed 
-:by later. brahmanical records to the onslaught of evil kings (Kali arasar or 
: Kalabhras) and the dominance of “‘heterodoxy”’. If the later socio-religious 
developments are any indication, this period, for which no contemporary 


г records exist, may be described as one of flux and instability due to: the 
: decline. of the three traditional Vendar and a possible clash of intérests 


‘among new aspirants to social and political authority, including 
thelesser chiefs and competition among brahmanical, Buddhist and Jain 
: religions for patronage. І 

- Тһе early medieval urbanisation may be located within a broad time 
span, of six centuries (7th to 13th centuries), in which опе may see the 
-operation of the “татар process" applied by Adams for the study of 
"Mesopotamia and Meso-America, two areas of nuclear urbanism, as a 
, metaphor of heuristic value, for it enables one to come to grips with urban 
revolution as “ап intelligible sequence of change rather than simply 
accepting it as an almost mystically sudden impulse""" In an earlier essay 
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on this phase of urbanisation,? I have pointed out that one of the first 
„essential steps to understanding it would be to study the major shift in 
agrarian organisation and the remarkable degree of agrarian expansion 
which characterised the centuries of Pallava-Pandya rule and. which 
continued well into the Cola period, i.e., 9th to 11th centuries A.D. : 
The first intelligible records pointing to the genesis of a new socio- 
economic formation are of the 7th-9th centuries. Signs of the .change 
were visible much earlier in the marudam region with Ив tendency to 
extend agricultural activities. The earliest attempt to introduce large-scale 
agriculture in non-marudam areas or drier localities is evidenced Бу the 
'Pulankuricci record of early brahmadeyas (datable in the Sth century 


A.D. 9% New integrative forces like the br ahmadeya and the temple, under | 


the aegis of the Pallava-Pandya ruling families led to the extension of 
agricultural activities and a more intensive organisation of production 
' geared to support large populations in the brahmadeyas and temple-centres. 
Clusters of such settlements emerged аѕ Ше foci of urban growth by the 
end of the 9th century A.D., showing that an initial search for urban cores 
among such clusters would result in a better understanding of the processes 
in this region. Examples of such clusters may be recognised in the Kaveri 
delta at Kudamukku-Palaiyarai, the residential seat of the Colas from the 
9th ‘century A.D. and in the Tamraparani-Ghatana valley in the two 
brahmadeyas, Rajarajacaturvedimangalam and Ceravanmahadevicaturve- 
dimangalam, from the close of thé 10th century A.D. s 
The Pallava-Pandya period would represent a stage of incipient 
‘urbanism, when.the royal centres or seats of the ruling families show'a 
similar growth around temples, i.e., Kancipuram and Madurai. These 
cities had a long historical past as the centres of the Tiraiyar and Pandyas 
of the Sangam classics. The nature of these cities and their corresponding 
ports has been discussed earlier. What is important, however, is to perceive 
the changing character of these cities іп the early medieval period as а 
result of the new institutional forces of integration, which brought them'in- 
toa much closer relationship with. their hinterlands in the northemi and 
southern parts of the Tamil country, as well as with their ports located 
on the coast, i.e.,:Mamallaputam and Korkai respectively. In:the process 
‘emerged a number of brahmadeyas in the hinterland with temples as their 
nuclei, appended’ to which were the pre-existing agricultural‘and pastoral 
settlements with a certain degree of subsisténce production.’ ^ = !%i° 
The brahmadeya and the temple were evolved as institutional forces 
by. the brahmana-ksatriya allies in power and hence were products of 
brahmanical ideology expressed through Vedic and Puranic religion’ and 
initially sponsored by the ruling families claiming ksatriya (or the brahma- 
ksatriya) status and divine descent. That they developed into institutions of 
. Substantial political and. social power with economic privileges’ has: been 
demonstrated in most studies relating to them or based оп them! 
However, what has’ not been made clear in these works isthe nature.of 
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economic advantage, i.e., as a source of revenue, to the kings who sought to 
establish their sovereignty through them. This may be explained, to 
a large extent, as due to the problems of interpretation of the sources, 


. both epigraphic and numismatic. One of the ways in which a recent study 


on the nature of medieval Indian polity has approached this problem is 
to underscore the need to look at resource mobilisation as logically 
inseparable from the process of redistribution of resources to integrative 
elements within the state structure." The failure to understand this 
interconnection has led to the theory of the ‘politics of plunder’ as a major 
mechanism of resource acquisition and redistribution.*? 

Two important spheres in. which the brahmadeya and temple may be 
seen as harbingers of advance farming methods were the technology of 
irrigation and the seasonal regulation of the cultivation process. For the 


-introduction of both these steps for improving cultivation, there seems to 


be reliable evidence from the Pallava-Pandya records, when they are 
considered in their geographical and ecological.setting. With each one of 
the brahmadeya and temple settlements an irrigation system was invariably 
established either in the form of tanks, canals or wells in the Pallava- 


„Pandya regions. Мапу of them were initiated by the rulers but managed 


by the local bodies. Elaborate arrangements for their upkeep were made 
by the Sabhas or assemblies of the brahmadeyas, including maintenance, 
repair, attention to silting and control of water supply through cesses 
and specifying committees (variyams) for their supervision and administra- 
tion. Effective management was indeed the key-to the difference in 
the farming societies of the earlier (Sangam) and later (7th-9th centuries) 
periods.55 | 
The brahmanas were organisers and managers of production in the 
brahmadeyas апа the Velalas ог land owning . peasants in the non-brahma- 
deya settlements, where the focus of activities was the brahmanical temple. 
However, it may be surmised that it was the former, who, on the basis of 


their specialised knowledge of astronomy, would have introduced an 


element of predictability in yields, on the basis of seasonal sowing and 
cropping patterns as well as effective management of water resources. . It 
may be added here that in the records of this period, demarcation of bound- 
aries, ,establishment of ‘ownership’ or enjoyment rights, nature and 


.category of land and the number of crops to be raised become important 
: details. А - : 


. Brahmadeyas in most cases may have meant the giving away of rights, 
economic and administrative, to the donees but instances are not wanting 
to show that they were not completely exempt from revenue payments to 


.thé king." Тһе real advantages lay in integrating older settlements and 


non-brahmadeya villages (ur) into the new agrarian system and also in 
bringing virgin lands under cultivation, both waste land and forest (mullai 
region) There are also examples of several pre-existing settlements being 
clubbed together into a new brahmadeya or integrated into it. The tax 
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, exemptions givento the brahmadeyas do not obviously apply to such 
"villages thus brought into the system, unless otherwise specified. That 
"regular dues reached the royal bhandaras is also clear from the 'structured' 
"circulation of resources “through the nadu or kurram and the brahmadeya 
“or ‘temple, to the king. Тһе circulation of resources- was effected through 
"the temple as the disseminator of the bhakti ideal, i.e. , through non-economic 
“оғ "'extra-economic coercion. Howeverat the local lével the chief beneficiaries 
“of the redistribution process were the locally- powerful elite, temples and 
* bralimanas apart from temple functionaries and tenants. The coordination 
_of production and distribution processes were in the hands of the Sabha and 
“ur, which-has been seen as a result of а brahmana and dominant peasantry 
“Alliance and the ‘crystallisation of a peasant society? The land grant” 
“system has also been interpreted asa feudal one in so far as it provides 
“éviderice of the emergence of intermediaries, both religious and secular, 
“between king and cultivator and suggests exploitative relations between: a 
ded controlling class and labouririg class of peasants. : 

‘Our’ concern with: either' the brahmana-peasant ‘alliance and the 
" segnientary state theory ‘that it has evokéd or the feudal polity model fór 
medieval India ‘is clearly marginal and has particular reference only: to ‘the 
Cola situation, where’ urban growtli ‘and the direct royal involvement in 
‘promoting’ trade and exchangé networks by using the nagaram as one'of 
‘the agents of a state’ synthesis, go against any theory of segmentation of 
power as will eventually be shown through а discussion of the character of 
"the Tamil city under the Colas. ‘Nor is the evidence for a feudal polity 
ЗЕ enough to be gapplied for the ! ‘South Indian state until the rise of 
Vijayanagar. Itis also not possible at this stage to see whether the crisis 
'attribüted to ranking as tlie political basis of organisation of both local 
'and i supra- -local, structures was a feature of the Cola state and whether the 
"shifting nature ‘of territorial and political holdings in other parts of medie- 
val India?! was present init. For the Cola state was undoübtedly one of 
"thé most stable structurés "known to pre-colonial ‘India and we believe: that 
‘it was'a powerful” ‘ideology which Supported the Cola efforts to mobilise: a 
huge résotirce base. A 5 


which had a distinct influence on thé' nature of the Cola city; дпе. other 
‘major! aspect of this agrarian ‘expansion and integration needs to bé-under- . 
stood more clearly than has been done hitherto. This was the evolution- of 
"agrdrian units like the ottam; а: pastoral-cum-agricultural region, the nadu 
“and kurram,” which in! the main were agricultural regions. By-extension 
his попіепсІабиѓе бате to be used even for areas of dispersed agricultural 
‘settlements ot even those with other resources’ like salt: and pearls (umbala 
пади апа mutturru kurram), whére agriculture’ was a major occupation in 
áddition to salt manufacture and pearl diving. “All the three units pre-date 
the РаПауа-Рапдуа period and’ yet they emerged as viable units of socio- 
'économic and political importance’ ‘only in -relation to the new ruling elite 
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* of the 7th-9th centuries ‘A.D. 

This intensive process of agrarian integration is reflected in the nume- 
rous brahmadeyas and temple centres of the 7th-9th centuries visibly emerging 
in the form of religious architecture--rock-cut caves, monolithic temples 
and structural edifices—of the Pallava and Pandya regions. Land relations 
came to be organised around the brahmadeya and temple with three 
categories of landowners—the brahmana, the velala and the temple emerg- 
ing as- the local: elite. Societal organisation was based on the varna 
framework, but expressed through two broad categories—the brahmana and 

. the: non-brahmana within which most of the occupational groups were 
placed ina ritual. hierarchy..around the temple, the concept of purity- . 
--pollution operating at all levels, thus keeping the untouchables out of the 
temple precincts, The North Indian evidence shows that untouchables were 
‘mainly those who came. from ‘culturally backward’ tribal groups and were 
condemned to take up menial work and Sometimes ‘impure’ work like 
carrying dead bodies and sweeping the streets, etc. With the growing 
economic disparity and the large scale dissemination of brahmanical ideas 
-in the early-medieval period,:the tribal groups such. as the paraiya became 
- the untouchables in South India. | 

"The: absence of а Vaisya category?? іп · this region has been aittibuied 
to “the growth of the brahmanical agrahara in an agricultural setting, 
where trade was not a very important factor in the economy of these re- 
gions at this stage and the number of communities dependent on trade 
must have been fairly small to have been practically ignored in the records 
of this period." This would appear to be true of the 7th-9th centuries, but 
with the gradual expansion in the exchange nexus among the agricultural 
settlements and the continuation of long distance trade in coastal areas, 
the trading community emerged as a distinct class by the 8th-9th centuries 
A.D. A regional version of the theoretical varna system developed, with 
important modifications depending upon the specificities of the politico- 
economic.system that emerged. Іа (һе case of the-:ksatriya “уағпа, the 
indigenous ruling families acquired the ksatriya status and politico-economic 

.dominance. The participation of the ruling-families in these processes was 

-as important as that of the brahmanas, who composed the genealogies for 

‘them, and. was mainly intended to. establish socio-political dominance with 

‘economic privileges, through »religious networks, “the strongest thread in 


-the fabric of the medieval:;agrarian system”.°® The Pallavas who were 
^alien to.the Tamil country. and who had imbibed brahmanical ideas in their 


'original-home, i.e., the Andhra sregion, claimed: to be :brahma-ksatriyas. 
tracing their descent to Brahma, but emphasising their ksatriya-hood for 
political dominance.? The Pandyas, on the-other hand, were a traditional 
Tamil power and clung to their older associations. with Siva and Agàstya 
-but adopted ksatriya status in their records.!? АП this is, however, relevant 
only in explaining the imposition of the varna framework on non-Indo- 
"Aryan societies. The crucial question, however relates to the diversification 
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of occupation, with the expanding agrarian system, and how it created the. 
need for an ideology to accommodate the newly emerging occupational 
groups. That such diversification and social differentiation accompanied 
the growth of -brahmadeya and temple centres’ is established by the 
references to various categories of temple functionaries, craftsmen in the 
service.of agriculture and agricultural workers, i.e., division of labour. -The 
principle of heredity inherent in the varna framework would seem to have 
been stretched so as to bring all these social groups within its vortex under 
the jati label. Thus we find the varna-jati division coalescing in many cases; 
with the economic or professional groups. Society had become much more 
complex and one more dimension was added to it by the third institution, 
ie., парағат, which emerged by the 8th century A.D. Thus social differen- 
tiation would seem to be the crux of the problem of urbanisation and it is 
to those processes which created such differentiation that urban ШОН 
should address itself. : 
The relevance of the above survey of societal organisation, although 
repetitive in some of its essential details, lies in the fact that it provides 
-the basis ọn -which answers to several questions which arise in relation to 
urbanisation in pre-industrial societies may be sought. These questions, to 
which attention has been drawn by historians in general and economic 
historians in particular, relate to two main issues, namely, agricultural 
growth and the availability ofa surplus asa necessary precondition to 
urban growth and the degree of importance commerce and overseas trade 
.have in .the development of. commodity production, exchange and the 
growth of towns. 
The urban forms generated by the end of the Pallava-Pandya period: 
through centuries of agrarian development, found expression in two cate- 
: gories of centres, the royal centre (capital) and the market or commercial 
centre. The two royal centres of Kancipuram and Madurai will be taken 
up for discussion in a later section dealing with royalcentres. Our imme- 
diate concern here is with. the market or commercial centres, i,e., tagaram 
-and as.the royal centres were also commercial centres, they were inevitably 
a part of the expansion of the trade network in the subsequent centuriés. 
In fact, the commerce of this period was organised around these two cities 
and the few nagarams that are known from the Pallava-Pandya records were 
located only in certain key areas linking the ‘capitals with the rich Kaveri 
cbasin and with the coast. The nodal points of such commercial links! were 
at the confluence of rivers and in the delta areas, as seen in.the case'of 
.Virincipuram (Seruvalaimangalam), Tirukkoyilur (Kovalur), Tiruvadigai 
(Adirajamangalyapuram), and. Tirukkalukkunram of the Pallava region.and 
.Karavandapuram '(Ukkirankottai) and Manavirappattinam (Tiruchendur) 
‘of the Pandya region. The ports of Mamallapuram, а managaram and 
Korkai served the Pallava and Pandya hinterlands respectively. Тһе 
-commercial importance of the Kaveri region up to the 9th century A.D. 
was clearly linked to the Pallava-Pandya regions and hence the nagarams 
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-of this region are relatively fewer, only two having been attested by 
epigraphic evidence so far, i.e., Kumaramarttandapurum (Tirunagesvaram) 
and Cirrambar oriented to the northern and southern region respectively. 
The distribution of the zagaram in the 7th-9th centuries would hence 
suggest that there existed no direct link between such market centres and 
their kottam or nadu in which they were situated, reflective of a town- 
hinterland relationship, i.e., in the manner in which the nagaram came to be 

` linked to the пайи from the 10th century A.D.’*? In other words, the 
exchange nexus was more oriented towards the commercial needs of the 
royal centres and less asa regular market for the immediate nadu or 
Койат. . 

The pattern clearly shows that regular marketing facilities became a 
_ pressing need from the early Cola period for every nadu and led to a spurt 
іп commercial activity which henceforth brought the Tamil region into a 
larger network of. inter-regional and overseas trade and above all to the 
evolution of a full time trade community, looking after the local exchange 
nexus,. as well as participating in wider commerce. The nagarattar, i.e., 
members of the nagaram, thus came to bea generic term for all Tamil 
merchants, a name by which the Chettiyar community ofthe Nattukkottai 
region, . , Pudukkottai and Ramanathapuram districts, are. known to this 
day. 

The nagaram members sought validation within the existing institu- 
tional means, ie., the temple, by participating in gift giving and temple 
management functions. Their status was hardly different from that of the 
. agricultural groups, for they were agriculturists now taking to trade. Yet, 
the nagaram represents the first ‘secular’ element in society inso far as the 

^ membership of the nagaram, unlike that of the Sabha and ur, was deter- 
mined by a common profession,’ 

Тһе nagaram organisation assumed the character of a local body 
maintaining local markets; supervising the flow of goods, providing а 
regular link between "adus and itinerant traders, thus breaking the insula- 
rity of the nadu (if it continued to exist under the Colas) and Ив ties of 
kinship. Two institutions which thus brought the nadus closer together in 
a system of unified.political organisation and economic exchange were the 
brahmadeya and nagaram both of which were used as interdependent agents 
_of political synthesis under the Colas. " 

The emergence of market centres for all the agrarian regions and a 
commercial network linking | the four major mandalams or sub-regions 

. ‘known from Cola records, coincided with the rise of the Colas and -the 
proliferation of the парағат kept pace with the expansion of Cola power. 
The distribution pattern of парағат іп the early, middle and late Cola 

.phases, shows a remarkable increase in the middle phase not only within 
the Tamil country but also beyond its cultural frontiers, i.e., іп the southern 
Karnataka and the Andhra region, over which Cola power extended in 
the 11th century A.D. The areas giving access to the powerful neighbouring 
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` kingdom in Karnataka, i.e., Kongu region and Gangavadi show a conspi- 
- uous increase in nagaram centres. In consolidating their conquests, íhe 
- Colas not merely renamed the conquered areas, as for example, Gangavadi 
* into Mudikonda-Colamandalam but also founded new nagaram centres like 
Mudikondacolapuram (Coimbatore district-Kongu region) and Nigarilicola- 
" puram (Malur-patna in Mysore) This wasa practice followed by the 
: Colas after every territorial conquest, as seen in case of Rajendracolapuram 
“іп the Tirunelveli district after the conquest of the Pandya region, the 
" eleventh century being a period. of the constant movement of Cola troops 
~ into the neighbouring kingdoms of the'south and of Karnataka and Andhra. 


The nagaram thus established crucial inter-regional links and asa result | 


‘acquired enhanced political influence. - This is further corroborated by the 


` references to Tamils holding ranks of officers, administrators, trustees and ј 2 


"managers of temples, apart from merchants, artisans and craftsman residihg 
‘in Various centres in Karnataka in addition and settlements of Tigulas 
(Tamils) as far north as Belgaum district in the 11th-13th centuries A.D. 

СА marginal i increase in парағат under the late Colas and the rise of 
 pewi, ones in the Pándya region after Cola decline and re-emergénce -of 


` Pandya’ power іп the'l3th century A.D. demonstrate the importance of 


'fóyal or political support to the commercial organisations ` and’ their 
activities. Medieval kingship was сегізігіу not a mere ritual or dharinic 
' sovereignty nor did it preside overa segmentary power Structure, when 
"viewed in the context of political and commercial expansion. Resource 
“mobilisation, at least under the Colas; whose power structure and territorial 

“authority wére тоге stable than any other medieval South Indian dynasty, 
“was carried out under the aegis of the ruling family and its government. > 

~~ А second importarit development in the middle Cola period took place 
within the парағат organisation in the form of a further diversification -in 

‘trading activities due to specialisation in marketing and trade.: There now 
‘appeared specialists like the Saliya nagaram for trading.in textiles, Sattum 
"Püfisatta nagaram also specialising in- textile trade and "Sankarappadi 
'hagürain as suppliers of oil and ghee, Whose activities were; however, con- 

‘fined to specific localities of commercial importance. Тһе Paraga nagaram 
“was another- group representing sea faring merchants who are seen only i in 

areas markirig the trans-peninsular routes. In.contrast,:the Vaniya nagaram 
refers to a larger organisation of oil-mongers which originated:in the‘Tainil 
‘country around the 10th century, became a supra-local trading organisation, 

“similar to*the Teliki of the Andhra Теріоп which arose іп the 11th centuty 

SAID. "Тһе Vaniya-nagaram spread out by entering into the inter-regional 
‘commercial network acquiring a viable economic status by the 12:13 
centuries so as to be included in importànt decision making processes invol- 
‘Ving the merchant Community. Horse-trading was another specialised: occu- 
‘patior ӨҒ merchants from Malaimandalam (Kerala) throughout the medieval 
‘period. Arab trade in horses was conducted mainly through the ‘western 
‘ports and the Kudirai.cettis of Kerala procured and transported them to the 
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Cola country and often acquired residential quarters within the the Cola 
heartland and other areas like the commercially viable Pudukkottai region, 
linking the Cola land withTondi on the eastern coast. The movement of 
traders individually and collectively over long distances within the Tamil | 
country and between the Tamil country and Kerala, Karnataka and Andhra 
regions represents the continuation of a long tradition of trading in South 
India, but the frequency with which references to such traders occur in the 
Cola records would show that this had become a regular phenomenon due 
to expanding needs of the different agrarian regions and also due to the 
demands of external trade, of which spices, aromatics, incense, horses, gems. 
and textiles were the most important items. : 
Тһе impetus to organised commerce came not only from the revival 
. of peninsular trade but more importantly as a part of the revival and expan- 


г. sion of South Asian trade from the 10th century A.D. involving the South 


Asian and South East Asian kingdoms and China. Together with the 
nagaram network, the emergence of merchant organisations to look after © 
long distance trade proved to be a major factor of urbanisation in the 
11th-13th centuries, furthering the process which began in the 10th century ` 
A. D. 105 

_ Organised commerce is one of the more important but less understood 
areas of economic activity in medieval South India, in which corporate ` 
trading communities like the Ayyavole and Nanadesi participated. These . 
communities are often described as guilds although indisputable evidence 
of their organisation into a well defined, structured and cohesive body is. 
hard to find. The use of the term ‘guild’ is hence a matter of convenience 
rather than for establishing parallels with the medieval European guilds, - 
the Hang of China in Sung and Yuan times or the Karimi of Egypt. In 
their own inscriptional records, they are described as a samaya, і.е., а con- 
vention or organisation born out of an agreement or contract and their 
code of conduct was the bananju dharma, a conventional set of rules and 
regulations.'^^ ; 

The organisational aspects of these merchant bodies have been inade- 

quately understood due to the inconsistent descriptions and terminology 
used to denote them. Тһе occurrence of a number of non-merchant groups 
like craftsmen, agricultural groups and militant groups jointly іп the guild 
records, especially in the 12th-13th centuries, have added an element of- 
confusion and complexity to their activities. The presence of local bodies 
like the "agarams and lesser organisations like the manigramam and 
Anjuvannam may also be said to increase the complexity, as it is not easy 
to determine their individual and collective roles in commercial activities, 
due to the overlapping spheres of interests. 

'' The obscurity and confusion caused by such overlapping interests 
implied in their records would disappear, once the context, regional and 
economic, in which they occur is elucidated. Ап attempt in this direction 
has helped, to a great extent, in distinguishing the nature and functioning 
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of these bodies. The inadequacy of all the earlier studies on these guilds is 
attributable to their failure to recognise the exact relationship of the supra- 
local to the local bodies and their role in the respective areas. One of the 
ways in which this may be achieved isto discuss them in the sequential 
order in which they emerged and their increasing socio-economic functions 
and institutional importance vis-a-vis other socio-political groups and the 
state. = 

As the whole corpus of information on South Indian trade at this time 
centres round the body variously called the Ayyavole, the Ainnurruvar, the. 
Nanadesi and Valanjiyar, it would be appropriate to start from the Five 
Hundred and proceed to enquire into the nature of their organisation and - 
relationship with' other bodies. Only then the complexity of inscriptional 
data can be converted into useful categories of evidence. 

The Five Hundred, which originated in Aihole in the Bijapur district 
of Karnataka in the 8th century A.D. was the largest organisation of itine- 
rant merchants of a supra-regional character. They are easily distinguish- 
able from the Manigramam of the Tamil country, a merchant organisation 
operating within specific regions as the designations *"Uraiyur Manigramam" . 
and “Kodumbalur Manigramam” and the distribution of their inscriptional 
réferences would show. Тһе Manigramam established long distance trade 
links early intheir history but subsequently improved them through in- 
teraction with the Five Hundred or the moving trade carried on by the 
Five Hundred in their regions. Тһе Manigramam was apparently a 
descendant of the group of traders from Vanika-grama in Kaverippumpa- 
ttinam, who, after the decline of external trade in the early period, moved 
into the interior to places like Uraiyur and Kodumbalur, where they re- 
emerged as Малірғатат, an organised group of traders, by the 9th century 
A.D. The Manigramam like the nagaram retained its unified composition 
and character, as it was also a part of the local agricultural communities, 
which branched out into the trading profession by controlling the local 
exchange nexus throughout the period. It is an interesting contrast to note 
that in early medieval Rajasthan, there emerged a number of merchant 
families who Were either insurgent local merchant lineages or new ones, 
which established wide intra-regional and inter-regional networks. Their 
names were derived from the places of their origin such as the Uesavala 
jnatiya, the later day Oswals.'?? 

Another body of merchants known as the Anjuvannam represented an 
organisation of foreign merchants, who began their commercial activities on 
tlie west coast (Kerala) in the 8th-9th centuries and spread out to the other 
coastal areas of South India by the 11th century A.D., interacting both with 
the local merchants and the Five Hundred, a symbiotic relationship being 
fostered by trade interests. The earliest known record of the Anjuvannam 
refer to a group of Jewish traders who acquired settlements on the west 
coast from the Venad (South Travancore) rulers. The term Anjuvannam, 
wrongly interpreted asa group of five different communities or castes, 
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may well be derived from Anjuman, perhaps first used by early Arab 
Muslim traders of the west coast, а rame surviving down to the 14th- 
15th centuries on the Kanara coast among Muslim traders as Hanjumana. 

The founding of the Ayyarole (The Five Hundred) in the 8th century 
A.D. may be attributed to a decision of the 500 Mahajanas of the 
Mahagrahara of Aihole, to provice an institutional base for the commerce 
of the region. Тһе organisation later expanded its activities to other parts 
of South India. It would be erroneous, therefore, to assume as Kenneth 
Hall has done, that this organisation originated as groups of expeditionary 
merchants, who serviced less wealthy or isolated communities of the hinter- 
land and found it profitable to band together for mutual protection and 
- subsequently became powerful merchant organisations. On the contrary, 
many of the militant groups which accompanied the Five Hundred as 
protectors of merchandise may themselves have been absorbed as part of 
- the organisation with a stake in the share of the profit. Its origin in 
Karnataka may also be seen as a survival of the early historical tradition of 
merchant £uilds which dominated the commerce of the Deccan, a surmise 
which is further strengthened by the reference to Aihole as Aryapura and 
Ahicchatra, thus tracing their origin to Ahicchatra in the Ganges valley, 
which was a major trading centre in the closing centuries of tbe 154 
milllennium B.C. and beginning of the Christian era. However, the organisa- 
tion did not remain a single unified body, nor was Aihole its permanent 
headquarters. The number Five Hundred also become conventional, for 
the name was derived from the parent organisation and remained so for 
- the rest of their history, despite the fact that it became a much larger опе, 
drawing its members from various regions and communities. It is in this 
context that the terms, Ubhaya Nanadesi (svadesi and pardesi merchants) 
have been used almost inter-changeably in their records. The most com- 
prehensive terms used for them in Tamil inscriptions is Nanadesiya Disai 
Ауіғани Ainnurruvar, meaning literally “The Five Hundred of different 
countries from thousand directions”. The Valanjiyar (Banajigas=traders) 
and Vira Valanjiyar also denote the same organisation, but the emphasis in 
these terms is on their militant character. The Velaikkara group associated 
with the Valanjiyar, especially in Sri Lanka, forms another militant com- 
ponent іп this organisation. The heterogenous composition of this 
organisation is attested clearly in the guild inscriptions, which refer to the 
different castes of its members, as well as regional and religious associations. 
Thus it was a group of people of “‘disparate origins ROCA DE together for 
a common purpose”, i.e., trade. 

With the growth of regional kingdoms, the need to protect regional 
interests probably led to a bifurcation of guild operations as seen in 
Karnataka and Tamil Tadu. Yet, the commonality of interests in which 
it was rooted, generally helped to maintain the larger unity of the guild. 
The impressive prasastis of the guild inscriptions show that it was growing 
into a powerful organisation, Thus arose in south Karnataka, several to- 


88 SOCIAL SCIENTIST 


wns called the southern Ayyavoles in the 11th-12th centuries, especially 
after the Cola intrusions into these areas. Into the Andhra region, the 
organisation moved evidently in the wake of Cola conquests and after the 
unification of Vengi with the Cola kingdom under Kulottunga I (1070- 
1120). From its first appearnce in the Pudukkottai region in the close of 
the 9th century the Five Hundred fanned out into other parts of the Tamil 


region with Karnataka, moving in wherever the Colas stepped in as con- ; 


querors, i. е., Kongu and Ganga regions, Andhra and Sri Lanka. They 
controlled the movement of trade in these areas from important centres of 


operation like Mudikondan, Talakkadu, Visakhapattinam and Polonnaruva, | 
respectively. It was in the link area of Pudukkottai and Ramanathapuram . 


that the greatest. concentration of guild inscriptions occurs between the 
10th and 14th centuries. Here, their interaction with the nagaram and 


Manigramam organisation was ‘considerably promoted by the Irukkuvel . 
chiefs of Kodumbalur, the Cola subordinates of the 10th and 11th centuries . 


A.D. . А . 
The close identity of interests beween this organisation and the Colas 
is | particuarly seen in the royal policy of encouragement to overseas trade 


through trade missions, maritime expeditions and abolition of tolls, opening 


up new avenues of trade through conscious royal effort, which itinerant 
trade never failed to make use of. In this context, the presence in, Naga- 


pattinam of Sri Vijaya agents making gifts to the local temples and the. 


erection of the Buddist vihara by a Sri Vijaya ruler for the Teravada Budd- 
hists, may be seen as a major example of inter-regional commercial ventures 
being legitimised by religious grants by the respective ruling families 
through their political and commercial agents. By far the most significant 
step in this direction was the institution of royal charters setting up protect- 
ed mercaritile towns called Erivirappattanas from the 11th century onwards 
on trade routes ав well as in areas of settled agriculture. А comparative 
-study of the Bananju- -pattanas of Karnataka and Andhra regions with 
Etivirappattanas shows that the nature of these towns was different from 
the Bananju-pattana, in which the administration of the-town was carried on 


by a pattanasvami, “lord of the town” with the help of the merchant bodies 


and other local non-commercial groups. Erivirappattanas were more in the 
nature of protected towns for stocking merchandise and could well have 


been distribution points protected collectively by the merchant body. This 


merchant organisation also had temporary or permanent residential quarters 
in ‘several places falling within the trade network. A significant contrast is 
however seen in the royal centrés or managarams like Tanjavur, Kanci- 
puram and Palaiyarai, where the itinerant merchant body is conspicuously 
absent and where ‘the local nagaram organisations wielded enormous in- 


fluence over the exchange nexus. Similarly, the merchant bodies are not , 


seen in Cola ports like Nagappattinam which were not. only developed by 


the rulers but also directly controlled by Cola officers and agents. On the’ 
contrary, they were active in ports like Visakhapattinam and Tondi and ` 
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also Mayilappur (part of Madras city).which were not ‘royal’ ports, In 
fact.itinerant merchants are seen to'be .frequenting the coastal route.and 
ports.more:consistently during the period of Cola decline and after. The. 
emergence of a number of coastal towns, perhaps as halting stations, both 
on a coastal land route as well as coastal shipping, was a result of this 
movement. . 

In the 13th-14th centuries, there was а phenomenal increase in guild 
activities, with a clear tendency on the.part of the.Five Hundred to expand 
its sphere of influence and to show less reliance on royal support.and 
patronage, although some of the guild inscriptions were.still dated in the 
reign periods of the late Cola and Pandya rulers. We. have impressive. 
evidence that in most centres of distribution and emporia like Piranmalai, 
Tirumalai and Tondi, the Five Hundred.acted jointly with other organisa- 
tions like the Cittirameli Periya Nadu or Pandinen Visaya, in the levy.of 
maganmai (voluntary contribution) and pattanappagudi (tolls.or-shares of 
the town) on merchandise. It should be noted, however, that.in the 
elaborate prasastis of these inscriptions, the pride of place is given to the 
Cittirameli (meaning the beautiful plough) followed by the Five Hundred. 
The :institutionalisation of these two organisations through their joint 
donations to various temples and the presence of other bodies like the 
Manigramam, Samanta Pandasalis (stockists) and nagaram on such occa- 
sions are a conspicuous feature of the 13th-14th centuries, marking the 
decline of the Cola power and the relative weakness of the re-emerging 
Pandyas. -However, it would appear that the merchant body had on no. 
occasion the authority to levy and grant such tolls except in. conjunction 
with Cittirameli and Pandinen Visaya, which were organisations of: 
“~Agriculturists controlling production and movement of agricultural goods. 

Presumably even іп the assignment of brokerage (faragu) or monopoly 
(valanjiyattil-taniccettu) to individuals or-groups of traders -on.certain:items 
the'Five;/Hundred exercised its authority only jointly with the:local nadu, 
nagaram and: and the larger Cittirameli organisations. "This.is so even in 
Karnataka and Andhra regions, where the-Okkalu and‘Kampulu are-constan- 
tly present on ‘such occasions when cesses ог tolls were levied or:trading 
rights were assigned. Yet it is undeniable that.this organisation had become 
powerful and-some of its members were elevated to · Һе -status of Samaya 
Cakravarti (е king emperor of the trading organisation). This and the 
increasing influence of individual members who assumed the title of Cakra- 
varti as seen in Muttam (Perur in Coimbatore district) and in Piranmalai 
(Ramanathapuram district) would indicate an impending change caused: by 
the accumulation of wealth and power in the -hands of individual. mer- 
< chants, subsequently leading to the emergence of merchant entrepreneurs. 

The Cittirameli Periya Nadu was an organisation of agriculturists!? 
appearing quite early in Cola history, in the latter half of the 11th century 
A.D. in Tamaraippakkam (North Arcot district) known as the Rajendra- 
cola Cittirameli Perukkalar.' The commercial -links that they established 
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with the Five Hundred by the 12th century A.D. have been referred to 
earlier., Their association would indicate the growing consumption Of 
food grains. and pulses, etc. in urban areas, enhancing the importance of 
the agricultural classes which alone could mobilise grain and other such. 
products for supply to the itinerant traders at the centres of distribution.. 
Like the Five Hundred, the Cittirameli also moved into the south Karna- 
taka and Andhra regions by the 12th century A.D. following the Cola 


conquests: They are referred to as Meli Sasirararu іп Karnataka and, 
Medikuru.in- Andhra." The attempt to compare the Kampulu of Andhra: 


and Okkalu of; Karnataka with the Cittirameli- does not appear to have any 
validity, for the:Kampulu and Okkalu were local organisations of cultivators 
whereas іе Cittirameli was of supralocal character. 


- 


Тһе Five Hundred and, Cittirameli. were not caste guilds, for they 57 


Were composed of representatives of all. the four castes.™ "Thus we see in 


both these guilds, an association’ which was based: on occupation, cutting, 


across.caste and religious affiliations. The early inscriptions of the Five 
Hundred in the Pudukkottai region provide clear eviderce of the domina- 


tion of this organisation by the Jains,"? as in Karnataka, while later records. 


indicate.that it, came to include members from all castes and religions, 
although. the guild “deity was called “АіуароШ Paramesvari'.'. Тһе 


Cittirameli. prasasti!3 is a rather. illuminating record as ії. refers to the. 


mémbers as.. Bhumiputras (sons.of the earth goddess ог sons of the soil). 
whose’ prosperity:.is attributed to cow’s milk (living by cow's milk) and 
whose profession, һе best in ће world, was looking after (feeding) the 
people of the country. It would appear that here we have the first indica-. 
tion of the pastoral-cum-agricultural origins of the organisation which took, 


` to.trading in agricultural. commodities. — 


. „As seen earlier, these organisations, originating at different points of 
. time and. in different,cultural regions, acted only in their independent 
capacity enacting.roles-of;; patronage due to their economic importance.. 
The;Cittirameli Tiawever;,. had.a greater stake, in local relations of dominance , 
as it acted also іл е capacity: of dispenser of justice, settling disputes over 
land:rights and cases of criminal offence." The right of fixing cesses and: 
tolls was however. exercised by them only jointly with the Five Hundred. 
and only. towards the end of the Cola period. Among the other organisa- . 
tion$ which were: also involved in such decision making processes, were the. 
Samanta: Pandasalis and. Anju Vannam who were significantly confined to 
the ports and may have participated only in assigning tolls on imports and 
exports, with which they were directly concerned. Their common euology | 
in the guild inscriptions is the first known expression of the ascendancy of 


trading groups in а predominantly. agrarian context. The changing pattern ~ 


of land ownership i in the 12th-13th centuries also provides an index of the’ 
influence wielded, by various merchant groups and the weavers aspiring for 
a higher social. status through acquisition of rights in land and participa- ' 
fion in gift oe and temple building activities, 
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There is one other sphere in which the merchant organisation assum- 
ей а dominant role i.e. in relation to craft groups. This is much more 
directly recorded in the guild inscriptions of Karnataka and Andhra™® 
than іп Tamil Nadu. The closer interaction between the two interdepen- 
dent sections of the commercial phase of urbanism. In the early medieval 
world in these two regions may Бе traeed back to the early historical 
period they were increasingly brought together when the manufacture of 
goods and production for market came under merchant control through 
collective investments. À similar development is perhaps indicated in the 
Tamil region even as early as the 1lth century A.D., when in a slightly 
different context, the dependence of the craftsmen on the merchant organi- 
sation is underlincd in the role of the ‘merchants providing an asylum to 
the craftsmen іп Erode™* in the Kongu region which from the early period 
had been an area of craft production. In such areas the merchants also 
acted as protectors and managers of temples, as for example in Mudi- 
kondan. Z 
The presence of craft groups with the Five Hundred could also have 
provided a certain legitimacy to the Ayyavole’s trade in various articles. 
This is particularly important in the case of weavers with whom they 
appear to have established a close link, for the textile trade was handled 
practically throughout South India and overseas by thé Five Hundred. 
Sometimes Cilai Cettis (weaver-cum-traders ?) and Saliya nagrattar them- 
selves took to trading in textiles, especially as this was one of the most 
important items of trade having an increasing demand in an ever widening 
market. - - 

The guild inscriptions refer to а large number of countries traversed 


"by the merchants including regions outside South India. Their presence 


in Siam, Sumatra and Burma is attested by inscriptions in Takua Pa, Loboe 
Tiwa and other places. The guild inscriptions also refer to the area of 
their operation as covering 18 pattinas (emporia) 32 valarpurams (growing 
markets) and 64 kadigaittavalam (periodic fairs). While the numbers may be 
treated as conventional, references are available to a number of towns falling 
in these three categories, although their identification is rendered extremely 
difficult due to changes in place names or the possibility that many of 


_ them declined and hence are not recorded in present day reports!" 


ж“ 


` АП ће economic development .outlined above brought about an 
important innovation in societal organisation, which helped to accommo- 
date the craft groups and artisans as well as lower categories of agricultural 
workers within the vertical division of the right and left hand castes 
(Valangai and Idangai). This was a root paradigm"? for social division of 


- all the non-brahmana and non-Velala occupational groups and other tribal 


elements brought in as agricultura] workers and menial service men. Тһе 
improvement in the economic status of some of these castes, especially the 
weavers, produced rivalry for social mobility and enhanced ritual status. 
This is expressed in their attempts to be upgraded within this paradigm 
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from the left hand (lower) to the right hand (higher) status-groups. It is 
against this background that frequent occasions of conferring special pri- 
vileges on the artisan communities (the anuloma rathakaras and Kam- 
malas)!?? both by the merchant organisations, temple authorities and local 
chiefs have to be viewed. 

The major factors in the urbanisation of the 11th-13th centuries, 
described as “temple urbanisation”, were thus provided by organised 
commerce through the ”agaram, the Five Hundred, the Cittirameli and 
other merchant ‘bodies, crafts organisations, initially of a local nature (and 
later of a supralocal ‘nature from the 14th century A.D.) and a tripartite 
social stratification (brahmana, velala and the right and left hand castes). 
The context in Which these features are highly visible was provided Бу 
multi-temple centres, single large temple centres, some of which were also ~ 
pilgrimage centres.and finally the royal centres. It may also be noted that 
many of these socio-economic groups were accommodated in the tirumadai- 
vilagam'™ of the temple centres in acknowledgement of their economic 
importance. This is specially so in the case of weavers (onar traden who 
were economically more powerful. than the others. 

Assessing the impact of money on the commercial organisation and 
the nature of urbanism іп this period is one of the most vexing problems 
confronting numismatic studies. Available numismatic data is. perhaps.the 
least capable of providing clues to the degree and effect of:monetisation 
despite the fact that a fair number of Cola coins in gold and copper and a 
few in silver are known and inscriptional references to coins are fairly 
numerous. In the centuries before the rise of the Colas, the evidence.of 
money as а medium of exchange is hardly available. The Pandya region 
seems to have used: Arab money along with a dynastic issue, of which very ~~ 
few'specimens have survived. Money was used sporadically and as one 
medium of exchange.based on equivalence with paddy.'?? 

. Under the Colas, the currency was “not based on any uniform groups 
of coins with fixed ratios between different denominations and metals”. 
The problems in-the study of Cola and Pandya coins have been succinctly 
stated in several studies on South Indian coins. Paddy seems to have been 
the overall basis of an-exchange system, in.which coins were used at various 
levels with purely local form of equivalences. Presumably, the nagaram 
and itinerant trade'brought money into more frequent.use-but despite the 
references.to money gifts to temples, to cesses being paid in cash and land 
prices determined in terms of money in the late Cola period, no useful. 
analysis of the monetary system can be made at the present state of. 
numismatic studies. On the whole monetisation in the pre-Vijayanagar. 
period was оп a low. key and hence its impact on urbanisation is difficult to ~, 
assess. . DRY 
The processes outlined above fall into two distinct phases. The-end 
of the Pallava-Pandya -period, i.e., mid-9th century A.D. would represent 
one level of ‘systemic integration’ and the end of the:Cola period another, 
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the transmutation of these levels involving changes in the structure and 
patterning of society.7* The brahmadeya and the temple in the first phase, 
with their Sabha and ur and the -temple in the second phase, with the 
nagaram in addition to the Sabha and Ur, are the chief instruments whieh 
helped in the restructuring of society. The парағат network and the 
intersection points of the nagaramand itinerant trade conducted the intra- 
regional and interregional commerce, resulting in the emergence of several 
urban centres of different degrees of importance with temples as their 
nuclei. They also brought together the royal/political centres and the 
ports that were consciously developed by royal policy into a tight economic 
aud political web. 


Ш 


The above discussion of the processes of urbanisation in early 
medieval South India has led us to a rather inconclusive state, namely that 
по single autonomous, causative factor can be identified in the nexus of 
social, economic and political transformations which resulted in the emer- 
gence of urban Ѓогтѕ.! It has also led usto a final question, namely, 
what was the one curiously persistent factor which seems to permeate all 
activities, all institutional change and afford ‘consensual focus for social 
life", rural or urban, that which commands a sort of priority ? The answer 
would seem to be that it was the act of validation through an ideology in 
order to achieve institutional permanence and socio-political dominance. 
Such anideology, for early medieval South India, was provided by the 
concept of bhakti or devotion and the instrument of authority through 
which it was expressed was the temple. One may see this ideology and 
power structure it sustained as the determinants in the ultimate character 
of the.city and in the “‘specific complexes of domination", which the cities 
**restlessly express” .1?e 

-  Inan earlier study of a major urban complex of the Cola period, I 
reached. the conclusion that even where trade and commercial activities 
were major factors, the presence of religious institutions Was a necessary 
concomitant of the urban process." Writing on the economy of Kanci- 
puram in the same period, Kenneth R. Halland George W. Spencer not 
only called it a sacred centre, but also reached а similar conclusion, that 
Kancipuram's economy did not functionin isolation from political and 
religious institutions (emphasis added) or from the values of the Hindu 
tradition" ... “the city’s eminence as a religious and political centre 
enhanced its commercial prestige and rendered its continued prosperity a 
matter of importance to its Pallava and Cola suzerains—for as long as they 
lasted”! Both these conclusions point to the need for understanding 
the role of religious ideology in providing an instrument for the creation 
of “effective space" for urban forms and in determining the nature of the 
city and its role as the focus of change. 


21 
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In the early phase of urbanisation, we pointed out the absence of a 
dominant or formal religion, ейһегіп helping to evolve the institution of 
kingship and a coercive apparatus for taxation or in producing bases of 
support to an exchange network, although the stimulus for urban growth 
was present in the form of maritime trade. In the early period, the person 
of the Sangam chief/king-was the object of adulation—a glorious hero 

‘whose authority was based on bravery, success in tribal conflict and 

- generosity to kinsmen. Ideas relating to physical power, energy and stature 
provide the necessary symbols for super-human power which temporal 

‘beings invoke for the exercise of power. Hence the comparisons with 
tribal deities of super-human valour and stature. In the later period, it was 
more the office of the king that came to be venerated and hence equated 
with the divine in medieval monarchy. God became the transcendental ~ 
reference point and the brahmana priests the agents of legitimising tempo- 
ral sovereignty through divine sanction and fabricated genealogies of divine 
descent. 

It is not just fortuitous that the spread of the Puranic religion in the 
Tamil country: coincided with the assumption of sovereignty by the 
Pallavas and Pandyas and the practice of land grants to brahmanas and 
temples started off that long process of agrarian development, -followed by 
social and economic differentiation, generating urban forms. Thus the 
-control over the temple, the most important “superordinate redistributive 
instrument" was in the hands of the brahmanas, who through their Sabha, 
assumed the role of economic administrators. The creation of such 
brahmadeyas and temples was an act of validation by some form of divine 
‘authority for: the ksatriyas to give permanence to their power. This in 
fact led to the forging of a new instrument for the organisation of sacred, | 
economic, social and political space. - . 

· Puranic religion came to be established as the vehicle of propagating 
а “eodmoldgieal world view”. Itis an extremely difficult task to trace 
the processes through which ‘this hapened. from the end of the Sangam 
to the beginning of the Pallava—Pandya period. Two spheres in which 
it may -be traced: are the acculturation of all local and popular folk 
traditions of worship, some of which were imposed on brahmanism and 
not merely upgraded due to acculturation, like the tinai deities, and their 
absorption into the brahmanical religions of Vaisnavism and Saivism. 
‘Evidence of this process comes from the invocatory verses added to the 
early Tamil classics, not earlier than the 8th-9th centuries A.D., when the 
tradition -of the Sargam itself and the collection of the verses were 
systematised.?? It is only among the later strata of literature like the 
Paripadal and the Tirumurugarruppadai composed long after the Aham and 
Puram poetry, that the universalisation of the two deities Mal (Visnu) and 
Muruga (Subrahmanya) сап be recognised, i.e., the first traces of a formalis- 
ed religion with the temple as its locus. The temple-religion of Visnu was 
propagated first by the early alvars (6th-7th centuries A.D.), through the 
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intensely personal devotional cult of bhakti, the central theme of which was 
the transcendental role of religion апа central preoccupation, tlie attain- 
ment of salvation or release (moksa). Тһе bhakti ideology assisted in the 
process of enhancing the power of both the divine and the human sovere- 
igns through the symbolism of the Cosmos/Teniple/Territory.!?? 

The concept of bhakti acted in two distinct ways in establishing the 
brahmanical temple as the pivot of the enactment of the various roles of 
society. One was by encountering the increasing influence of the ‘hetero- 
dox’ religions of Buddhism and Jainism leading to their ultimate decline or 
subordination.18" The symbol of royal conversion was central to this 
conflict. In fact Jainism, which was more widespread in this region than 
Buddhism, became as much a part of the Puranic religion and temple- 
based cult as the brahmanical Vaisnavism and Saivism were. The other 
was more significant viz,- that it induced messianic expectations among 
the lower orders of the varna based society through the ideal of salvation. 
In fact it is possible to show that the bhakti ideal émanated in a context 
of social differentiation where conflicts centered round such differentiation 
and social dominance, as for example in Kanci and Madurai. 

The bhakti ideology contained in itself the seeds of sectarianism.’ 
Although initially bhakti, as introduced in its simple form of devotion i in 
the hymns of the alvars, helped in the propagation of Vaisnavism, it soon 
changed into a tool of sectarian rivalry as it was perceived in Saivism. 
For through the bhakti ideal the latter became a more efficacious instru-' 
ment of accculturation for acquiring a wider popular base inthe hands of 
the Saiva nayanars. and subsequently because of the royal patrons, i.e., the 
Colas, who developed its propensities systematically. The worship of the’ 
; linga as the royal cult of the Colas, was of central шы in m 
acculturation. Т 

The bhakti ideology, with its messianic appeal, also TE amplified 
into ап ethical (moral) system capable.of sanctioning and integrating new 
values (which the old norms could not provide) into a -coherent and 
viable synthesis. Correspondingly, this led to the expansion of the temple's 
role as the innovative focus for restructuring society and facilitating the 
advance of those branches of knowledge concerned with ritual display, i.e. 
science of architecture, sculpture, painting and allied arts and cate 
shor iconography. i . TE 

. A discussion of the measures «тона which the: Colas adoptedí 
elaborated and zealously practised .this ideology need not detain us here, 
because it has been the theme of many studies on the Colas and the 
religious history of this period. More important for .our purposes is-the 
direct relation that such a patronage had to the evolution of their power 
structure and the royal city. . This is seen in their direct sponsorship of 
the stupendous projects of erecting the two distinctive dravida style 
temples in Tanjavur and Gangaikondacolapuram, as ап act of deliberate 
royal policy in creating a royal centre, in imitation of the bhakti or sacred 
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centre. "sung" by the hymnists. Through these temples Rajaraja I and 
Кајепага`І іпуоКей (һе temple’s superordinate integrative role in order to 
create, аѕ: Were, а. ceremonial city, the symbol of a centralising power. - 
The focus об political and economic power had shifted conspicuously 
even under the late-Pallavas and-early Colas from the brahmadeya to the 
temple. The Pallavas and. Pandyas initiated the art of temple building for 
Puranic religion. But it was the Colas who gave permanence-to all cult 
centres, replioating.the temple’s central role in:eaclt one of them, through 
& systematic renovation in stone of old shrines and construction of new. 
ones. *? The major temple projects were meant, however, only for the 
royal/ceremonial centres; The paraphernalia of the medieval temple 
mirrored the royal court. Royal servants and temple. servants, the talip- 
parivaram:and the officials (Koyirramar) were identically perceived and had 
identical duties. Above all, the temple idol was taken out in procession for : 
the benefit' of the-devotees and the king’s procession, which followed the 
same-path, was meant for the adulation of his people. The ш/а literature, 
eulogising the deity as well as the king, which developed as a genre of 
Tamil poetry under the Colas, was meant to establish. this identity.!?? This 
almost total identity is comparable to the cult of the devaraja which was 
of great importance:to the medieval kingdoms of South-east Asia. In con: 
trast, the medieval ruler of Orissa surrendered his sovereignty to God 
Jagannatha.of Рогі and the late medieval kings of South Travancore ruled: 
as- representatives of-God Padmanabha of -Tiruvanantapuram. : 
The subtle interplay of the social, economic, religious and political 
roles of these institutions.is elusive and hard to interpret in empirical terms, 
unless. thé'contextual evidence is brought to the fore constantly. It may 
perhaps «be-done withra certain degree of efficiency in the: case of the Cola 
royal centre and there can be no better example of it than Tanjavur. 
““Тап)ауиғ;. which -isslocáted' on the southern bank ofthe Vadavaru 
(a-distibutary of the Verinaru, itself branching ой. from the Kaveri), 
stands at the -south-western: extremity of the Kaveri delta, justids the second 
royal centre‘ of Gangaikondacolapuram stands on the northérn- edge ofthe ` 
· Kaveridelta beyond the: Kollidam-river (Coleroon). It ‘cotimandeéd ‘acéess 
to.the delta fegion;.the perennial resource base of tlie Colas; thus affording 


protection - 0716 -as:Gaángaikondacolapuram did from "tlie north. At the `- 


time of its capture by Vijayalaya in the middle of 9th century :A.D., -Tanjai 
was not more than the centre of a few scattered village ‘settlements ‘under the 
Muttaraiyar. Its: occupation was, thérefore, dictated by geographical (Іоса- 
tional).and strategic considérations. There is‘no reference to Tanjai as-the 
seat-of the -Cola royal" family іп апу other source except the Cola copper 
plates, till it: suddenly blossomed: into a huge temple town under ‘Rajaraja I 
(985-1014 A.D.) whose monumental project created the most prestigious 
temple of the dravida style of architecture. Henceforth ‘Tanjavur ‘became the 
royal centre on which Rajaraja and his family bestowed lavish attention. . 
The city!?* consisted of an internal circuit around the temple (u//alai) 
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and an outer circuit of residential quarters(purambadi), the former meant 
for the residences of the priestly, administrative and other elite groups and 
the latter for other professional and service groups, including the two 
nagaram organisations. Most of these quarters were named after the king 
and other royal members whose retinues lived there. 

Royal efforts to ‘create’ this city are recorded on the temple walls. 
Over 600 employees were requisitioned for the temple from villages and 
towns all over the Cola kingdom, including the peripheral Pandya and Ton- 
daimandalams. Within ал estimated span ofseven to eight years for the 
construction of the temple, a veritable colonisation of this centre took 
place, suggesting the “implanting” of a royal centre with all its appendages 
including a series of army contingents.!9* 

The horizontal stratification of the residential areasis said to bea 
` famliar picture of the “so-called pre-industrial city". In such a city “there 
was a completely dominant central ceremonial complex carefully engineered 
to align the city with cosmic structures and forces. The rich and the 
powerful lived at the centre while the poorlived at the margins. The 
markets were neither ceatral nor dominant but a product of the demands 
arising from ће nucleation by the ceremonial сепіге”,159 

The cosmic symbolism of the Tanjavur temple, i.e., the Rajarajesvara, 
is revealed by its designation as the Daksianmeru (the southern meru or 
mountain-the axis of the universe) and that of the deity Daksinameru 
vidanagar,'a symbolism which also extended to the city as the centre of the 
territorial authority of the Colas. This is also exemplified by the ritual 
consecration of the main shrine(Vimana) as well as the shrines of the 
regents of the eight quarters (asta digpalas), situated at the cardinal 
points-near the gates.?" The city would thus seem to be organised in "the 
earthly space to replicate and symbolize the order which pertained to the 
other world structures and this ensured survival and prosperity’’.’** 

The economic out reach of the temple is impressive as it covered the 
whole: Cola kingdom, villages -from all the mandalams, Malainadu, 
` -Ganga-padi and Nulambapadi and even Ilam (Sri Lanka) or Mummudicola 
mandalam being assigned for, its upkeep. The number of villages outside 
the Cola.country is relatively. smaller. Nonetheless, the fact that revenues 
were to reach Tanjavur, both in paddy -and cash, points to the direct 
control exercised over the peripheral regions, including northern Sri Lanka. 
So much for the politics of plunder and the segmentation of power. The 
Sábhas of several villages were entrusted with the gold deposits of the 
temple, for payment of interest in the form of provisions—consumable and 
other articles for rituals and festivals—thus establishing a reciprocal outflow 
of resources for investment. i 

The peasantry, artisans and shephërds who supplied the ritual 
requirements’ lived in villages in the immediate vicinity ofthe city. The 
huge quantity of recorded livestock donated to the temple were entrusted 
to the shepherds for the supply of milk products. Movement into and out 
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of Tanjavur was constant as some farming activities still continued in 
. the neighbourhood for the temple. The nagaram and itinerant traders 
' (Kongavalar angadi) also conducted a brisk commerce as is evident from 
the four markets (a?gadis) mentioned in the Tanjavur inscriptions. 

The performance of plays (Rajarajesvara Nataka), festivals on the 
birth asterisms of the royal family and similar occasions for which special 
endowments were made at the behest of the rulers, would also substantiate 
the inseparable nature of the sacred and secular spheres of' interests. 
Although the Cola palace was perhaps located at a place called Vallam, 
north of the temple, the ceremonial aspects of the city were centred round 
the temple. The royal processional path and that of the deity coincided 
and that is outside the main enclosure. ae 

The temple was made into a veritable treasure-house of arts, through ~ 
its frescoes representing themes from the stories of the bhakti saints, bronze 
images of various deities and of the bhakti saints and sculptures of rich 
iconographic content. Gangaikondacolapuram exhibits all these features 
to a remakable degree, although the details of the city's organisation are 
not available from its records. 2% 

These two royal centres, however, did not have sanctified bhakti 
shrines as their nuclei like the other Cola cities, where the city grew around 
bhakti shrines interspersed with which were the new Shrines erected by the 
kings both for worship and as sepulchral monuments of royal members as in 
Palaiyarai.Hence, the royal builders of these two temples had them sancti- 
fied by getting hymns composed in their praise by the ‘royal preceptor. 
This act points much more clearly to the need for а sacred association 
and nucleus for a new settlement, in. this case the royal centre. Madurai 
and Kancipuram, two of the oldest cities of this region, also possess the ~ 
‘characteristics ОҒ a ceremonial centre. However, their antecedents as royal 
centres may be traced back to the early historical phase. The poetic 
imagery of these two centres in the Sangam classics is rich and illustrative 
of the cosmic symbolism attributed to them | from early times. “Thus Кассі 
` (Kanci) is described as the pericarp ofthe lotus which issues from" the 
navel of Visnu and Tiraiyan, its ruler, is said to be of the lineage of Visnu. 
In fact a Visnu shrine (of the reclining from) is alluded to in the early 
poems as marking the centre of the city. Similarly in Madurai stood the 
‘shrine of Krsna in the heart of the town, which in the early poems is called 
Kudal (Centér), where according to conventional description different quar- 
ters with tall buildings met." The shrine is identified With the present ` 
Kudal Alagar temple located in the center of the city. However, both these 
cities did not-grow into huge complexes until the time of the Pallavas and 
the later Pandyas respectively. While Kanci developed into a dispersed ^ 
ceremonial centre, Madurai assumed its present form only in the late 
medieval period under the Nayakas, when fortifications were added to it 
and other cities like Tanjavur. 


A comparative studyof the royal/ceremonial centre of the above type 
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With other cities of this period shows that all of them shared the ceremonial 
aspects to a great degree. However, historical differences provide them 
with certain traits on the basis of which typological categories may be 
distinguished. Among these Kudamukku-Palaiyarai and Kancipuram may 
be classified as multi-temple centres evolving after centuries of growth from 
earlier agrarian clusters, each temple which marked their growh represen- 
ting the locus of the ceremonial complex at different chronological points, 
thus leading to the emergence of dispersed ceremonial/sacred centres rather 
than compact опеѕ.2<! " 

In such centres, the locus of the ceremonial complex shifted from one 
temple to another depending upon that temple which was erected or patro- 
nised by a particular ruler to legitimate his sovereignty. А third type of 
urban centre is the sacred centre which originated and evolved around a 
single cult centre as a tirtha or sacred spot, later assuming the character 
of pilgrimage centre. To this category may be assigned Chidambaram, 
` Srirangam, Tiruvannamalai and several other centres where religion was the 
major factor in its urban character, which assured its permanence or con- 
tinuity in a given cultural region. Chidambaram had the added prestige of 
being the centre of the royal coronation ceremony under the Colas, for 
it was the most sacred temple (Koyil) to the Saivas, just as Srirangam was 
to the Vaisnavas. These two latter types usually have along history and 
pass through successive stages of growth. 

Cola attempts to develop the agricultural potential of the wet zones of 
the Tamaraparni valley also brought into existence a fairly extensive urban 
complex with two new brahmadeyas such as Rajarajacaturvedimangalam 
(Mannarkoyil) and . Seravanmahadevicaturvedimangalam (Sermadevi) in 
Mulli nadu inthe Tirunelveli district. The developmental stages of this 
complex are attested by the records of the 11th-12th centuries A.D.“ 
Particularly important was Seravanmahadevi, ‘in which Rajendra I erected 
a palace for the Cola-Pandya prince who was appointed to govern the 
Pandya region conquered by the Colas, and in which arrangements were 
made for settling ‘hundreds’ of families by giving them house sites.“ 
Together with the ‘aniyurs like Madurantakacaturvedimangalam,14 
Tirukkalukkunram and others, these centres show a process of agglomera- 
tion of a series of settlements around them, similar to the agglameration 
designated in tribal societies as sacred territories administered by the 
priesthood. Actual physical agglomeration also meant that “citizenship, 
the crux of belonging, was defined by a specific religious territorial alle- 
giance”!® also creating а hierarchy based on a sacrally defined order. 

None of these early medieval cities or towns were fortified in the 
sense of being protected by defensive walls, except forthe high enclosures 
of the temple demarcating the sacred ргесіпсіѕ.4 Бог the role of ensuring 
safetv and security of the people was "not by walls against physical 
enemies" but was by religious rites and ritual magic "against menaces 
of nature", the mediators between gods and men were the priests and the 
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communication system was.mediated through worship and.sacrifice (offering). 

Thus the лағағат and the itinerant merchant organisations were. also 
accommodated in the expanding: but effective space created. by the temple 
centres. In physical terms it was the tirnmadaivilagam around the temple, 
Where separate quarters were assigned to the merchant and crafts groups. 
In South Indian urbanisation, the nagaram was not a commercial city, i.e., 
the typology adopted by M.I. Finley for Greek cities." Nor were the 
trade centres on the routes of itinerant merchants similar to the ‘burgher’ 
category of medieval Europe, in the sénse of a separation between country 


and town. Hall and Spencer find many essential similarities in the mer- ` 


chant organisations of long distauce trade in South India and medieval 


Europe. But the main difference, they point out, lies in the.absence of-the - 


conflicting burgher interests as against the episcopal or seigneurial 
authority, i.e., no weakening of relationships with the countryside despite a 
separate group consciousness. This is attributed to the superordinate 
integrative character of the sacred centres like Kancipuram. In the 
medieval South Indian context all the emergent institutions and urban 
forms were merged into a single. systemic relationship, for the commercial 
guilds were accommodated asa substantial component within thé .samé 
structure and had to seek validation “within the norms. of a traditional 
social order”. Іп effect, therefore, the network of .Aagarm, commercial 
centres and ports brought together into a tight economic and political web 
the royal/ceremonial/sacred centres. LINT 

The question of dominance in all such ‘centres would seem to -be 
closely related.to and clearly. reflected in the evolution of large ‘temple 
structures from the nucleus of a.single shrine. Stylistically the most remak- 
able between the 7th. and: the 11th centuries are the royal. creations, par- 
ticulary illustrated in the verticality of the vimana (shrine), which reached its 
culmination under the middle Colas (985-1044); together with the enclosures 
and the gateway (gopura). In a sense they represent the-apex of the socio- 
political.hierarchy. "The .Ғасё that authority relationships changed during 
the: I2th-13th centuries introduced a significant- variation in- the emphasis 
on.temple architecture, which now shifted to thie additional structures lend- 
ing to a horizontal magnification of the temple; i.e., structural ‘expansion 
through :‘a‘complex of shrines, pillared halls (mandapas) within Аһе enclo- 
sures, each marking a further. stage in the participation of diverse. groups 
in temple building and: gift-giving. activities. the tirumadaivilagam is also: a 
case in point. . NEC ‘st . 

Architecturally, the second imposing structure is ће gopura!'*? which, 
even in the later period was mainly: the creation of ruling dynasts and their 
subordinate ehieftains, whereas. the inner spaces of the enclosures (prakara) 
covered with, smaller cdifices were the handiwork of those powerful agricul- 
tural and commercial communities seeking validation. Я 

Ceremonial centres аге regarded as preeminent instruments of ortho- 
genetic transformations. Тһе early medieval-city in South India is an 
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example of such transformation and was evolved in a cultural matrix, of 
which it became at once the product aud the symbol. This culture was 
itself reared by the state society that emerged urder the Colas. The Cola 
state evolved through a steady process of integrating different sub-cultural 
zones or pre-existing lineage areas, and became coterminous with the 
Tamil macro-region, given the fl:ctuating cultural frontiers between the 
Tamil plains and the Deccan p'ateau and the less easily definable frontier 
separating the Tamil and Andhra plain-, which is more a matter of histori- 
cal than geographical differences, The city, therefore, to the contemporary 
Tamil world, albeit a limited geographical and cultural entity, was the ore 
which intensely expressed or epitomised this - culture and to which people 
were drawn by the symbols of its sacred and ceremonial functions. 


IV 


. -The 13th-14th centuries would seem to mark a watershed in the 
urban history of South India. To understand how important the divide 
was and what rendered it so, one has to look at the evidence afresh to see 
what : the new features of the urban landscape were and what were the 
connections that,one might have failed to see between these developments 
and the changing pattern of power relationships that evolved under Vijaya- 
парат... These changes may be seen as the next set of disjunctive processes 
. inthe ‘urbanisation of South India. The process began with the general 
trend towards militarisation and fragmentation of political power. One 
aspect of major importance to the study of the role of merchant organisa- 
tions in the emergence of towns is the. question whether merchants tended 
to fortify their settlements, both as a measure of safeguard against loss of 
merchandise ‘and as a centre of power and domination. 1$! The earliest such 
fortified town attested in the Tamil region was Karavandapuram (Ukkiran- 
kotiai), in. the Tirunelveli district, the home of a Vaidya family which 
supplied ministers to the Pandyas of the 8th-9th centuries A.D. The erection 
of the fort is crédited fo àn 8th century Pandya king and the soldiers on 
: guard at the ramparts аге referred toin the 10th. century inscriptions of 

Rajasimha (Ш), who built a.big market (perangadi) there and left it under 
the protection of the merchant guild—the "Ayyavole. The temples of this 
settlement were “also left in the charge of armed guard.* The practice of 
stationing ‘armies to protect temples was followed in certain areas of 
importance like newly. Occupied zones and trade routes, such as Tiruvalis- 
varam in Tirunelveli district in the 11th century under the Colas"? and 
Sangramanallur in Coimbatore district, where the army was required to 
protect 1 ‘the temple premises." 

Я ` It is not cleat whether the Erivirappattanas were protected by defen- 
sive walls, “for evidence on these settlements would merely indicate the 
presence of militant. groups of the merchant bodies.. The stocking of 
commodities (for sale or distribution) in places known a Carigaikkottaj 
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(literally toll-fort) seems to have been a regular practice under the late 
Colas and later Pandyas, as indicated by the Mannargudi (Tanjavur district) 
inscriptions referring to madigais (is it maligai?—grocery or provision 
stores).55 Тһе emergence of Cakravartis among merchants has been 
mentioned earlier, indicating a tendency on the part of some merchants in 
the 13th century to assume titles of superior status and influence. Interes- 
tingly, the increasing importance and power of the merchant bodies in the 
13th century is also reflected, if not in the type of closed town of western 
Europe, in the militarily protected (fortified?) towns called Viradalam 
and Suradalam,'" tending to intrude among the traditional power bases 
ofthe agrarian elite and chiefly families. Could this be taken to point 


to a new trend in the rise of urban power groups in the form of merchant. 


entrepreneurs? 

There is evidence of а general parcelling out of various regions under 
petty chiefs by the Pandyas both as а measure of counteracting the increa- 
sing intrusion of the Hoysalas into the Tamil country as well as promoting 
the overseas trade, which atthis time continued to beon the increase. 


Thus were created a series of strongholds under Pandya subordinates near | 
those centres where the Hoysalas had established military stations’? or . 


garrisons. Mali Fatan, the Pandya port of Devipattinam, was assigned to: 
Abdur Rahman, their Muslim political and commercial agent, who was 
even permitted the kingly privilege of reading the Khutba in his name.!5 
Interestingly, many of the Hoysala military stations were centres where, 
the merchant organisations, agricultural guilds and their caraigaikkottais 
with madigais were also located, suggesting that the line of Hoysala stations 
had a definite commercial motive behind their establishment. The Vijaya- 
nagara militarisation was apparently a continuation of the Pandya reaction 
to the Hoysala intrusion as well as a defensive measure against the new 
technology of defence and warfare brought in by the Muslim ruleis. 

Another element of change was the rise of the monastic tradition among 
the Vaisnavas and Saivas with powerful lineages which acquired control 
over temple administration and landed property in various strongholds of 
these two religions. This is traceable to an attempt on the part of both 


the sects to expand their social base through reforms, with the result that - 


the northern Sanskritic tradition and the southern Tamil tradition created 
a'schism among the Srivaisnavas (Vadakalai and Tenkalai) with their 
separate monastic lineages. The Saivas estabished powerful non-brahmana 


lineages as custodians of the Saiva Siddanta canon, on the basis of the 


support from the Velalas, the merchant and weaver (Kaikkola) groups. ` 
During the Vijayanagar period the mercantile community seems to 


have entered into new forms of contractual relationships, especially with ` 


the new loci of power and eventually came to terms with the shift in the 
major centre of power to the Tungabhadra region in Karnataka under the 
Vijayanagar rulers. Craft organisation strengthened itself by moving out of 
purely local contexts, The weaver communities, of which the Kaikkolas 
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displaced theSaliyas as the most infiuential group, now organised them- 
selves into а Mahanadu of supra-local character with its headquarters at 
Kancipuram.* With the emergence of merchant entrepreneurs and master 
craftsmen favourable conditions for a new form of economic inter-depen- 
dence were created. 

Miltarisation of the state m Vijayanagar also brought into 
existence a new set of fortified urban centres of the subordinate nayaka 


. Chiefs, generally on hills and in other older political or royal centres which 


were now converted into a new kind of militarily viable fortified towns 
(Madurai and Tanjavur). Counterposed to them were the old temple a :d 
pilgrimage centres, where power relationships were still established through 
religious heads and monastic lineages. А new alliance was forged with 
powerful monastic heads, authority was shared but dominance remained 
strictly at the political level of the state exemplified by its kingship. Some 
of the sacred centres became supra-regional pilgrimage centres (Tirupati, 
Tiruvannamalai, Kancipuram and Srirargam) wbere the question of do- 
minance was resolved by the re-affirmation of the deity's supremacy as 
evidenced by the Sthalapuranas. 

The multiple loci of power and militarisation, rending the fabric of 
the unitary culture of the Cola period, left the old ideological apparatuses 
incapable of preventing the gradual secularisation of political power, 
although the ceremonial/political centre still retained the traditional 
symbols of validation. Secularisation first appears in the physical demarca- 
tion of thc royal centre through special ramparts from the sacred complex, 
the sacred aspects of the earlier ideological tradition dominating the 
religious complex and the ceremonial and military aspects of the new urban 
forms dominating the royal residential or administrative complex, as in 
Hampi.?*! It is also seen іп the greater emphasis laid on ceremonies like 
Mahanavami centering round -the royal person rather than the tutelary 
deity.""The processes are noteasy to discern but the differentiation of 
political and religious authority is expressed through the increasing depen- 
dence of political power on a balance of forces between the secular and 
sácral leadership. The dichotomy was not betweer the rulers and ruled 
for it was now replaced by a quadripartite division, in which cultural 
religious and polltico-military elites were opposed to lower rural (peasant) 
and urban (predominantly artisan and merchant) groups." Hence the 
differentiation in sacred and secular domains. А 

The entry of the European trading companies with their joint stock 
formation introduced а: further element of change in the 17th century A.D. 
followed by colonialism, when the factory replaced the temple as the nucleus 
of a different type of urban centre in the coastal areas. 
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. This is.seen-in the following works.:P. Niyogi, Contributions to the.Economic 


History. of. Nothern India ( from the tenth io the twelfth century А:Р:),: Calcutta; 
1962,.Chap. V. on “Towns, and- Town-Planning" ; К-С. Jain, Ancient, Cities 
and -Towns of Rajasthan (A Study of Culture ‘and Civilisation), Delhi, 1972; 
O.P. Prasad “А Study of Towns in Karnataka on the basis of epigraphic 
sources", Indian History Congress (IHC), Proceedings of the 38th Session 
(1977). pp, 151-60 and “Two Ancient port towns of Karnataka", Ibid, 39th 
Session (1978) pp. 55-61. In works on economic history also a similar tenden- 
cy is-seen, e.g, G.R. Kuppu swamy, Economic -Conditions in ‘Karnataka, A'D 
973- A.D. 1336, Dharwar,:1975 ; as also іп works on: historical geography::See' 
Р.К. tBhattacharya, Historical Geography of .Madlya. ‘Pradesh . from ‘Early. 
Records, Delhi,,1977. Some attenpt at understanding the- causative-factors in, 
urban growth,in early Tamilaham. is made Бу Т.К. Venkatasubramanian; ; See. 


e “Growth, of Urban Centres. in Баяу Tamilaham” IHC; 43rd Session,- Kuruk-. 


4. 


5. 


6. 


-shetra, 1982. 


. B.D. "Chattopadhyaya,. “Trade.and Urban Centres in Early Medieval India", l 


Indian Historical Review, (THR) Vol." 1, No. 2, 1974 ; Idem, “Urban Centres i in. 
Early Medieval'India : Ап” Overview" in Situating ‘Indian History, Sabyasachi 
Bhattacharya and Romila Thapar (eds.) New Declhi, ‘1986 ; R.' Champaka- 
lakshmi, “Growth of Urban Centres in South India; Kudamukku-Palaiyarai, 
The: Twin-City/of the Cholas" Studies in History, Vol. 1,.No. 1, 1979.; idem, 
"Urban | Processes in early: medieval ‘Tamil Nadu”, in Situating: Indian. ‘History, 
Also К.В. Hall, “Peasant State.and.Society in Chola Times-: .A:view' from:the. 
Tiruvidaimarudur Urban Complex", The Indian. Economic and Social. History 
Review, UESHR), Vol. 18, Nos. 3-4, (1981). 


. Philip Abrams “Towns and Economic Growth" in Philip Abrams,and E, A.. 


Wrigley (eds.) Towns іп Societiés (Essays in. Economie History and Historical 
Sociology), Cambridge, 1978. à 

Harold Carter, An Introduction to: Urban Historican oe London, 1983, 
-Foreword p. xiv. 

i Richard Basham, ‘Urban Anthropology, The РУТ Study of быры 
Societies, Pao Alto, California, 1978, p. 51. 

B:D Chattopadhyaya, 1986, .pp. 11-13. The use ofthe term “third , urbaniza- 
tion’ forthe whole of India may be necessary, if one takes ther Indus valley 
urbanization into account, However, for South India, it should : be taken as 
the second ‘urbanization’. See R. Champakalakshmi, “Urban Processes. іп. 
early Medieval Tami! Nadu", Üccasiona! Papers Series, No. 3. Urban History. 
Association of Jndia, 1982, also idem, 1986, 


. B.D Chattopadhyaya, 1986 p. 11. See also A, Ghosh The City in Early His- 


torical India, Simla, 1973 ; S. Ratnagar, Encounters : The Westerly Trade of the 
Harappa Civilization, New Delhi, OUP, 1981, p. xiii. 


- Ка5 Sharma, Indian Feudalism, Calcutta, 1965, рр.:65:#. Also “his. “Decay of 


Gangetic Towns in Gupta and post-Gupta Time” JHC, 3; i Session, Muzaffar- 
pur, 1972, pp. 92-104. t; 


. Irfan Habib considers the period of Turkish: invasions as marking ‘a; break 


between the early medieval and medieval periods followed by two later phases 
of social formation. See “Classifying Pre-colonial India", Journal of Peasant 
Studies, Nol. 12, Nos. 2 and 3, Jan/April 1985, pp. 44-53. 


10. For the widening orbit of trade and its rippling effects over the Gangetic valley 


п. 
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13. 


14. 


15, 


16. 


17. 


- 18.- 
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in this period See R. Thapar, ‘State Formation in Early India", International 
Social Scientist Journal, Vol. ХХНП, pp.655-69. А 

К. Sivathamby, Early South Indian Society and Economy The Tinai Con- 
сері”, Social Scientist, 1974, pp.. 20-37, gives a very useful appraisal of the 
tinai concept for understanding these ecO-zones. 

R. Champakalakshmi, 1982, p. 2. 

For the essential features of a janapada, See. R. Thapar, From Lineage to 
State, OUP, Bombay, 1984, pp. 121. ff. А 

R. Champkalakshmi, “Archaeology and Tamil Literary Tradition”, Puratattva, 
Vol. VIII, 1975-76, pp. 113ff. 

“Surpluses are always defined and mobilized in a particular institutional 
setting". R. Mc. Adams, The Evolution of Urban Society, Early Mesopotamia 
and Prehispanic Mexico, London, 1966, pp. 45-47, In other words surplus is a 
social product. i 

R.S. Kennedy, “King in Early Souto India As Chieftain and Emperor”, IHR, 
Vol. 11II, 1976, p. 2. Patronage and liberality towards bardsjand ministrels were 
the most important means of legitimation of the kingly offlce, so much so that 
jewels, gold, elephants; chariots and fine clothes were distributed to the panar, 


*akavunar and porunar, (ministrels) for praising the qualities of leadership and 


liberality, thus justifying his position. 

R. Champakalakshmi, 1974-76, p. 120 ; Nicholas B. Dirks. “Political authority 
and structural change in early South India”, IESHR, Vol. XUI, No. 21, 1976, 
pp. 125-157. Also Puranauru, 16, 224, 367, 377, 400. ) 

Tribal conflicts are endemic to non- urbanised societies at all levels of develop- 
ment and are not necessarily self augmenting". See Paul Wheatley, The Pivot 
of the Four Quarters, A Preliminary Enquiry in to the Origins and character of 


. the Ancient Chinese City, Edinbourgh, 1971. p. 301. 
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For inter-tinai exchange, See J.V. СһсШаһ, Pattuppattu-The Теп Tamil Idylls 
(tr. into English with Introduction and notes) Tirunelveli, SISSW, 2nd ed. 
1962, pp. 73-75 ; Porunararruppadai, 11. 214-225. 

Ahanauru, 36, 57, 125, 246, 253, and 345 ; Purananuru, 1-9, 23, 25, 31-32, 33, 
35-36, 39-40, 227, 371 and so on. Kuruntogai, 393. See K.A. Niiakanta Sastri, 
The Colas Madras, 1975, p. 30. The pearl rich Pandya coastal region and the 
pepperrich hilly tracts ofthe Ceras must have beena constant source of con- 
flict among the three ‘crowned kings’. The Cola interest in these areas are 
well known. 

K. Sivathamby, “Ап Analysis of the anthropological significance of the econo- 
mic activities and conduct code ascribed to the mullai tinai”, Proceedings of 
the First International Conference Seminar on Tamil Studies, 1966 (1969), 
IATR, Vol. I, p. 325. 

G.W. Spencer, The Politics of Fxpansion-The Cola Conquest of Sri Lanka and 


Sri Vijaya, Madras, 8983, pp. 17-18. 
Purananuru, 15, 16, 23, 52, 57 ; Pattinappalai, 11, 939-3T8 ; Maduraikkanci, 11. 


148-176. Also Rajan Gurukkai, *Aspecto of Early Iron Age Economy ; Pro- 
blems of Agrarian Expansion of Tamilaham”, IHC 42nd Session, Bodh Gaya, 
1981, p. 64. 

Perumbanarruppadai (on Kacci) 11. 373-S12; K. Zvelebil, The Smile of 
Murugan Leiden, 1973, p. 100. See R. Sumathi, Trade and its Impact on ihe 
Early Tamils, The Cola Experience, Unpublished M. Phil. Dissertation, 
Jawaharlal Nehru University, 1984. Chap. VIL 
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In contrast to the urban centres of marudam and neidal, the mudur of th other 
tracts described in the Malaipadvkadan and Cirupanarruppadal seem to have 
been merely camps of the chieftains of the hilly-pastoral tracts, 

The concept of a “gateway city" has been discussed by Burghardt as an alterna- 
tive to the central place theory. That such cities are fed by a 'dendritic network' 
is not indicated in the case of Puhar. See Burghardt ‘A Hypothesis About 
Gateway Cities", Annals of the Association of American Geographers, Vol. LXI, - 
1971; Also K. Hirth, “International Trade and the Formation of Prehistoric - 
Gateway Communities", American Antiquity, Vol. XLII, 1978, р. 38. J. Bird 
mentions another type of gateway city which isan “‘exchange gateway” where 
"there is mature exchange of products in two or more directions", but does 
not discuss it in detail. See J. Bird. Centrality and Cities, London, Routledge, 
1977, p. 119. 

Each inland capital undoubtedly has links with its port. The existence of routes 
conneeting the inland towns with the coastal towns is known from the 
Cirupanarruppadai (11:152-53) and Perumbanarruppadai (11. 319, 371-73) (Sec 
also М. Subrahmanian, Sangam Polity, 1966, p. 123). However a network of 
routes connecting various other smaller settlements and nodal points with the 
ports is hardly attested. See K.V. Soundararajan, ‘‘Determinant Factors in 
the Early History of Tamil Май”, Pt. 1, Journal of Indian History (JIH) 1967. 
Network also means an organised commercial system in which urban institu- 
tions develop, which in the Tamil region did not. 

L.R. Binford: ‘Archaeology and Anthropology’ in L. Binford (ed.) An 
Archaeological Perspective, New York, pp. 20-32. Тһе stress was on exporting 
and importing elite and treasure goods viz., Roman wine, gold, Yavana lamps 
and guards, horses and gems. 

Pattinappalai, 11. 120-136. The description of Puhar tn Pattinappalai suggests 
an elaborate and fair sized town with well defined quarters for merchants and 
officials with their shops and office and residential quarters: 

Archaeological finds identifiable as remains of dyeing vats are reported from 
Uraiyur and Arikamedu: Kacci and Madurai, the well known textile centres, 
have not provided similar nds. For Uraiyur see Indian Archaeology, A review, 
(TAR), 1964-65, pp. 25-26 ; 1965-66, р. 26 ; 1967-68, рр. 30-31. and for Aaika- 
medu, R.E.M. Wheeler et. al. ““Arikamedu-An Indo-Roman Trading Station on 
the ‘East Coast of India’ in Ancient India, No. 2, 1946. Madurai is referred to 
in the Arthasastra, as one of the centres for the best cotton fabrics and ‘Argari- 
tic Muslins' of the Cola country probably from Uraiyur are referred to in the 
Periplus, 59. See also R. Champakalakshmi, 1975-76. 

Kaverippattinam excavations reported in JAR, 1961-62 ; 1963-64 ; See also R. 
Champakakshmi, 1975-76, p. 113. 

Clarence Maloney, “The beginnings of Civilization in south India”, Journal of 
Asian Studies (JAS), Vol. XXIX, No. 3, 1970, pp. 603-616 ; Idem, “Атсһаео- 
logy in South India-Accomplishments and Prospects” in В, Stein (ed.) Essays 
on South India, New Delhi, 1976, pp. 1-40. 

Iam thankful to Y. Subbarayalu for the information оп Kodumanal, where he 
has been excavating for two seasons 1984-86. 

R.E.M. Wheeler, et. al. 1946 ; Warmington, Commerce Between the Roman 
Empire and India, New Delhi, 1974 Reprint ; T.V. Mahalingam, Report on the 
Excavations in the Lower Kaveri Valley (Tirukkampuliyur and Alagarai, 1962- 
64). Madras, 1970 ; J. Filliozat, “Intercourse of India with the Roman Empire 


35, 


37. 


38 


39. 


40. 


41. 


42. 


43. 


45. 
46. 
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during the opéning centuries of the chirstian efa’’, JI’, Vol. XXVIII, (Pt. 1) 
рр. 23-44; K.R. Hall, “The Expansion of Maritime Trade in the Indian 
Ocean: Roman Trade іп the Indian Ocean—an Indian Perspectivee" Тһе 
Elmira Review, Vol. I, pp. 36-42 ; R. Nagaswamy, 'Excavation' Damilica Vol. I, 
1970 ; Vasavasamudram, Madras, (Tamil Nadu State Department[of Archaeo- 
logy,) 1978; K.S. Ramachandran, Archaelogy of South India, Delhi, 1980. 
Purananuru, 29, 123 and 125. Se» В. Gurukkal, 1981, p. 75 for continuity of 
tribal traditions under the vendar, ‘crowned kings’. 


. Тһе generous gifts to poets and bards included elephants, horses gold, gems 


etc. Poets and bards sharing the king's feast and the intimacy of patron-client 
relationship are a part of this redistribution and prestation economy. 
Pattinappalai, 11. 120-136. Тһе sea-faring interests of the Tamil rulers, which 
must have led to the special care bestowed by them on the ports, are obviously 
derived from a remote past hinted at in the poems claiming that the Colas were 
descended from a ancestor who harnessed the monsoon winds for sea trade. 
See K.A. Nilakanta Sastri, History of South India, OUP, 1958. p. 124; Clarence 
Maloney, The Effect of Ea:ly Coastal Sea Traffic on the Development of Civiliza- 
tion in South India unpublished Ph. D. thesis, Uuiversity of Pennsylvania, 
Microfilm/xeroxography, 1968, p. 150 and “Тһе Beginnings of Civilization in 
Soüth India", JAS, Vol. XXIX, No. 3, 1970, p. 615. 

S. Seneviratne, 'Kalinga and Andhra : The Process of Secondary State Forma- 
tion in Early India’ in Claessen and Skalnik ed. The Study of the State, The 
Hague : Mouton, p. 320. 

The bards soughtthe patrónage ofthe 'crowned kings'as wellas the tribal 
chiefs. The main theme around which the Arruppadai works were composed 
relates to patronage and the lament of the poets about the decline of the patron- 
client relationship, possibly a reference to the decline of the chiefdoms or a 
reluctance on the part of the vendar to give generous gifts. See G. L. Hart. 
Poets of the Tamil Anthologies-Ancient Poems of Love and War, Princeton, 1979, 
p. 176. É 

M. Sahlins, Tribesmen, Engelwood Cliffs, Prentice Hall, 1968; М, Fried, The 
Evolution of Political Society, New York, 1967. 

R. Kailasapathy, Tamil Heroic Poetry, OUP, 1968, pp. 11-13. 73-74, and 260, 
G.L. Hart, “Ancient Tamil Literature, Its Scholarly Past and Future”, in B 
Stein (Ed.) Essays on South India, New Delhi, 1976, pp. 56-57. See also K. 
Sivaraja Pillai, Chronology of the Early Tamils, Madras, 1932, pp. 192-193 for 
thé nature of social differentiation. 

This is in fact, what the medieval commentator or Tolkappiyam makes out from 
thezreferences in that work. See М. Subrahmanian, 1966, p. 259. 

See R. Champakalakshmi, 1975-76: for areas over which the velir exercised 
control. 

Groups designated as vambalar, umanar, paradavar, vilainar and pakarnar 
would refer to the itinerant trader or the new comer, salt trader, fisher and 
trader, merchant, seller and hawker respectively. See Tamil Lexicon, IV, pp. 
2380 dnd 2496 ; V, pp. 2380 ; VI, pp. 3492, 3586 and 3715, 

K. Zvelebil, 1973, p. 100. 

The fact that the paradavar diversified their economic activities and became 


“тісі traders (Ahananura,. 340 : 16-17 ; 350 :11) and their property as described 


in the poems may well be а development due (о maritime trade. The coasta] 
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paradavar who are earlier pórtrayed as a rustic, happy and simple folk 
(Maloney, 1968, pp. 231-232) subsequently enhanced their economic status 


through extensive trade and acquired а better life-style. Sea trade was parti- 


47. 


48. 


49. 


50. 
51. 


52. 


53. 


54. 


55. 


56. 


57.. 


58. 


cularly important to them. They worshipped Varuna and the Chank (conch) 
was of special cult significance to them 

The earliest craft well attested as a specialised one was weaving. Tirumurugarru- 
ppadai : 138 and Porumararruppadai : 81-83, of the later strata of Sangam 
works. 

I. Mahadevan, ‘Corpus of the Tamil Brahmi Inscriptions’ in R. Nagaswamy, 
ed. Seminar on Inscriptions, Madras 1966 (1968) Nos. 3 ann 6. The term- 
Kavidi is taken to be a guild chief by K. Sivathamby, “Тһе social and Histori 
cal perspective (of the early Tamil poems)” in Sivathamby, Drama in Ancient 
Tamii Society, New Century Book House, 1981, p. 172. However, the referen- 
ces to the Kavidi’s position and functions would seem to indicate that he was 
more a counsellor to the ruling chiefs/kings. This is the meaning attributed to 
the term by historians like K.A. Nilakanta Sastri and М. Subramanian, See 
Sangam Polity, 1966., 86 and 96. 

Silappadikaram, I : 33. A Vanigaccattu (merchant caravan) is mentioned in 
Kuruntogai, 390. Yt had armed. escorts, Ahananuru, 89. See. N. Subramanian 
1966, p. 235. Also the same author's Pre-Pallavan Tamil Index, Madras, 1966, 
p. 667. : 

K.K. Pillay, A Social History of the Tamils, Madras, 1975, Reprint, p. 247. 
T.G. Aravamuthan, À Pandiyan, Issue of Punch-marked Coins", Journal of 
the Numismatic Society of India, Vol. VI (Pt. D, pp. 1 ff. 

The ‘Cengam hoard’ from Andipatti in the North Arcot district is assigned to 
the chief Nannan of Cengam referred to in the Malaipadukadam. For the 
problems involved іп using numismatic evidence of the Tamil region for this 
period See R. Sumathi, 1984, Chap. IV. 

Tolkappiyam, Porul. : 625-626, 632 and 635. That this division hardly applied 
to the whole of the Tamil society or that it was not a well-understood frame- 
work isseen in references to the four categories which include ‘people like 
tudiyar, panar, paraiyar and kadambar. Purananuru, 335. ў 

The paraiyar panar, tudiyar and others. See G.L. Hart, The Poems of the 
Ancient Tamils-Their Milieu and their Sanskrit counterparts 1975 pp. 119 ff. ; 
Maloney 1976, p. 17. f , 

Most of these donations are of a comparatively simp‘e nature (carving of stone 
beds and making natural coverns habitable for monks) and do not match the 
ostentatiousness of the contemporary donations in Western Deccan and Andhra 
Region. See Vidya Dehejia, Early Buddhist Rock Cut Temples : A Chronological 
Study, London 1972 ; Anjana Chatterjee Socio-Economic Conditions in Early 
Andhra 200 В.С.- 300 A.D.— A Study of the transition from Megalithic to 
early historic culture, Unpublished Ph. D. thesis, Jawaharlal Nehru University, 
New Delhi, 1976. 

The present Vellaiyan Iruppu in Kave.ippumpattinam issaid to be the site of 
an ancient yavana colony. See Pattinappalai, 11. 214-18 ; Silappadikaran, 
V. 6-12 ; VI 130-33 ; 143. 

R. Champakalakshmi 1975-76. An attempt is made in this essay to correlate 
archaeological evidence from the megalithic burials and their distribution with 
the literary evidence of the anthologies and epics. 

Manimekalai Chap. VI 67-68. The strugtural features of the Megalithic burials 
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show that they would have involved considerable expenditure and man power, 
See К.К. Srinivasan “Some Aspects of Religion as revealed by early monu- 


.ments and literature of the South" Journal of the Madras University, Vo]. 


XXXII No. 1. 1960 pp. 133-34. 

R. McC Adams 1966 p. 2. 

“It is precisely the growth of the collective symbols and institution of the 
primitive states that can explain the conversation of peasant leisure into food- 


. stuffs in urban store-houses" -Adams 1966 p. 45. 


бі. 
62. 


63. 
64. 


65. 


66. 
67. 


68 


69. 


70. 


Clarence Maloney 1968. 

Before Kautilya there seems to have been a general perference for open sea 
routes whereas Kautilya gives importance to land routes and sea routes that 
followed the coast. (Arthasastra, VII, 12) 

It is doubtful whether at this early stage there were many traversable paths 
inthe intercourse of the Tamil country. See K.V. Soundarajan JIH 1967 
p. 667. 


`R. Champakalakshmi 1982 p. 5. 


Himanshu P. Ray Monastery and Guild (Commerce under the Satavahanas) 


OUP 1986, Chap. I. 

Ibid. Chap. 5. 

Romila Thaper, A History of India, Vol. 1 pp, 111-12 ; Vidya Dehejia 1972 and 
A. Chatterjee 1976. The sponsoring of Buddhist Institutions by kings and 
merchants alike and the rise of mercantile establishments served as "symbolic 
integrative media for a dominant politico-mercantile еШе”-бев J. Heitzman 
“Origin and spread of Buddhist Monastic Institutions in South Asia” unpubli- 
shed Seminar Paper, Pennsylvania 1980 ii. p. 4. 

S. Seneviratne “Kalinga and Andhra: The Process of Secondary State For- 
mation in Early India” 1981. 

See M.G. S Narayanan “The Warrior Settlements of the Sangam Age” IHC 
43rd Session, Kurukshetra, 1982, pp. 102-109. Rajan Gurukkal, 1981, pp. 70-82, 
For frequent inier-tribal wars and strifes there is abundant evidence. See R. 
Kailasapathy, 1968, pp. 258-60. 

Webb uses the term ‘‘conditional state" to describe highly developed, some- 
times durable chiefdoms which appear to be transitional to the state and in 
which the transformation may never take place. “Тһе lack of a reliable source 
of force which may be applied in a crisis" makes “obedience of the separate 
segments of a society to the leadership" conditional. Itis the element of coercion, 
which is emphasized hereasa distinguishing feature of the state from other 
elemetary forms of political organisations. See M. Webb, ‘Тһе Flag follows 


' Trade—An Essay on the necessary interaction of military and commercial 


factors in state formation" in Sabloff and Lamberg Karlovsky (ed.) Ancient 


- Civilization and Trade, Albuquerque, 1975., pp. 156-294. These early Tamil 


71. 


chiefdoms disappeared into oblivion rather suddenly and dramatically—See R. 
Champakalakshmi, 1982, p. 5. For lack of coercive power among the Vendar, 
see R. Gurukkal, 1981, p. 76. 

See S. Ratnagar, 1781, p. 240, RALH, Gunawardhana, ‘Social Function and 
Political Power: А Case study of the evolution of the state in irrigation 
Society' in Classen and Skalnik, ed, The Study of the State, 1981, pp. 145 ff; 
R. Cohen, ‘State Origins : А Reappraisal”, in Claessen and Skalnik, ed. The 
State, The Hague, pp. 44-45, 


12, Adams, 1966, pp. 46-47. 
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V. Gordon Childe, “The Urban Revolution”, Town Planning Review, 29, 1950, 
pp. 3-17. Two of the important criteria listed by Gordon Childe, namely, the 
freeing of a part of the population from subsistence tasks for full time craft 
specialisation and the substitution of a politically organised society based on 
territorial principles— the state-for one based on kin ties were absent in this 
phase. 

R. McC Adams,.1966, p. 9. Е 

See also B.N.S. Yadava, “Тһе Accounts of the Kali Age and the Social Transi- 
tion from Antiquity to the Middle Ages", ІНЕ, Vol. V, No. 1-2 (July 1978-Jan. 
1979), р. 61 ; Also G.W. Spencer 'Religious Networks and Royal influence in 
11th century South India", Journal of the Economic and Social History of the 
Orient (JESHO), Vol. XII, Pt. I, 1969, p. 47. It has been argued that the 
dccline of trade in the 3rd century A.D. was followed by the decay of towns in 


` North India, for which archaeological evidence has been cited. (R.S. Sharma, 


76. 


77. 


78. 


79. 


80. 
81. 


82. 


83. 


84 


' IHC, 33rd session, Muzaffarpur, 1972, pp. 92-[04). These decaying towns, it 


is suggested, were converted into ‘tirthas’ or places of pilgrimage in early 
medieval times. See R.N. Nandi, ‘‘Client, Ritual and Conflict in Early 
Brahmancial Order”, JHR, Vol VI, Nos. 1 and 2, 1979-80. 

The Kural, which extols the importance of agriculture, seems to provide a 
clue by referring to the breakdown of political ethics causing strain on the 
cultivators due to forcible demands. ы 

в. McC Adams, 1966, p. 18. . 

R. Champakalakshmi, Studies in History, Vol. I, Мо.1, Jan-June 1979, pp. 
1-33. 

Тһе text of this incription remains unpubl:shed, but preliminary reports clearly 
refer to iands “granted” to brahmans. Pulankuricci is in the semi-arid 
Ramanathapuram district. See R. Nagaswamy, “An outstanding Epigraphical 
Discovery in Tamil Nadu”, Fifth International Conference Seminar on Tamil 
Studies, Madurai, 1981. 

R. Champakalakshmi, in Situating Indian History, pp. 39-43, 

There is no single monograph to date which has failed to recognise this. Yet a 
major methodological and analytical difference exists between the earlier 
“conventional” historiography of South India and the recent studies. The 
difference is also one of static and dynamic or narrative and analytical frame- 
works in these two approaches. e.g. С. Minakshi, Administration and Social 
Life under the Pallavas, Rev. 2nd ed., Madras 1977; T.V. Mahalingam, South 
Indian Polity, Madras, 1955; К.А, iNilakanta Sastri, The Colas, Madras, and 
so on. Contra R.S. Sharma, Indian Feudalism, Calcutta, 1975 ; B. Stein, 
Peasant State and Society in Medieval South India, OUP, 1980 ; N. Karashima, 
South Indian History and Society, Studies From Inscriptions AD 850-1800, OUP, 
1984 and so on. 

B.D. Chattopadhyay "Political Processes and Structure of Polity in Early 
Medieval India : Problems of Perspective" Presidential Address, Ancient India 
Section, 44th Session. ІНС. Burdwan, 1983, p. 16- 

B. Stein, 1980, Chapter on “Тһе State and the Agrarian Order ; G.W. Spencer, 
1983. 

C. Minakshi, 1977, Chap. VII; Т.М. Srinivasan Irrigation and Water 
Supply in South India Up to 1300 A.D., Unpublisned M. Litt. Thesis, Madras, 
1968, for the Pallava region, where the connections are completely missed. 
Also idem. “А Brief Account of the Ancient Irrigation Engineering Systems 
Prevalent jn South India”, The Indian Journal of History of Science, Vol. 5, 
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No. 2, 1970; Rajan Gurukkal, The Agrarian System and Socio-Political 


7 Organisation under the Early Pandyas C.A.D. 600-1000., unpublished Ph.D. 


85. 


Thesis, Jawaharlal Nehru University, Chap. IN, where the links: are clearly 
understood. 

It has also been suggested that in this period, there is evidence of inter-societal 
technology transfer in irrigation between South India and Sri Lanka, R.A.L.H. 
Gunawardhana, “Inter Societal Transfer of Hydraulic Technology іп Pre- 
colonial South Asia : Some Reflections Based on a Preliminary Investigation 
"Tonan Ajia Kenkya (South East Asian Studies) Vol. 22, No. 2, Sept., 1984. 
Іп both the Pallava and Pandya regions, perennial and inundation techniques 
were extensively used in areas suitable for such methods, a practice which was 
prevalent from the. Sangam period. There are literary traditions associating 
Karikala Cola of the Sangam period with a major irrigation work (dam) on 
the Kaveri near Tiruchirappalli (Uraiyur) and the deforestation of the northern 


. Tamil.region in order to settle 48,000 Velala families. Although, it may refer 


86... 


87. 


to such activities even prior to the brahmadeya period there is no clear evidence 
that this irrigation project, believed to have been carried out with slave labour 
(prisoners of war) was successfully managed by the Colas of the Sangam 
period. In fact, a study of the present site of this dam points to а medieval 
date for the dam, In :his context, the views of D. Ludden may be mentioned, 
“Developing river irrigation was part of building regional political order. The 
sangam period technology was rudimentary, based solely on inundation" and 
“The dam and channel systems in the up-river tracts, were highly productive, 
but the Tamraparni region near Ambasamudram was the locus of the most 
dramatic agricultural and political development under the Medieval dynasties”, 
‘Patronage and Irrigation in Tami] Nadu, A Long Term View", IESHR, XVI, 
No. 3, 1979. pp. 349 ff. See Also D. Ludden, peasant History in South India, 
Princeton, 1985, Chap. 1 Under the Pandyas of the later period, the strengthen- 
ing of bunds existing tanks and construction of several new ones are recorded 
in the 8th-9th century inscriptions. The use of stone for the new bunds and the 
special technique of sluice construction to regulate water supply are also 
attested for the first time in these records as well as in those of the Pallavas. 
See forthcoming article on irrigation by Rajan Gurukkal in “Studies in History, 
N. S., Vol. II, No. 2; C. Minakshi, Chap. VII; T. M. Srinivasan, op. cit. ; 
See. Also D; Ludden, “Ecological zones and the cultural Economy of iriga. 
tion in Southern Tamil Nadu”, JAS, N. S., Vol. I, No. 1, (1978). 

It may. be noted that invariably all the brahmadeya records show an intimate 
knowledge of astronomy evidently on the part of the brahmanas, the grantees, 
by their references to eclipses and other astronomical phenomena, apart from 
the methods of. dating, which include precise calendraic details, a boon to 
chronologists, who have been -able to date many such records with great 
exactitude. 

When new settlements were brought into existence through brahamadeya or 
agrahara grants the expansion of the revenue base is implied in the phrase that 
such villages were “поп:ќахаЫе for twelve years” after which they would be 
brought under the taxable category. See T. V. Mahalingam “Genesis and 
Nature of Feudalism under the; Pallavas of Kanci", Paper presented at the 
Seminar on Socio-Economic Formation in the Early Middle Ages-600-1200 A.D. 
Allahabad, 1977. This is also illustrated by the references in Karnataka 
inseriptions recording the settlement of agrahargs. Sometimes, the revenue 
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dues from such agraharas were also fixed in cash. See S. Leela Shanthakumari, 
. History of the Agraharas, Karnataka 400-1300, Madras 1986, pp. 16-17. 

788. Rajan Gurukkal 1984 Chap. ПІ рр. 168-ff Tax terms like puravupon, puravu 

vari (land tax) ауат, kanam, dandam, karai, and irai and kadamai are com- 

` monly found іп Pallava-Pandya records. That rerenue' demands were on the 
increase in the early medieval priod shows that agricultural surplus sustained 
the ruling and non-ruling elites of the period. This is much more clearly 
attested under the Colas. See B. D. Chattopadhyaya 1986 p.96. It has been 
argued that the devotional cult of bhakti, the personal devotion to the deity, 
symbolises the tenant-lord or cultivator-lándlord relationship of a feudal society 
or justifies it perhaps by providing “the delusion of equality among the lower 
orders which in reality remained beyond their.access even in ritual area”. бес” 
В №. Nandi “Some Social Aspects of Nalayita Divya Prabandham’,, ІНЕ, 37th І 
session, Calicut, 1976, pp. 118-123 ; Kesavan Veluthat, "The Temple Base ОЁ. 
the Bhakti Movement іп South India”; Ibid, 40th session, Waltair, 1979, 185- | 
194. Here, bhaktiin effect represents: the extra-economic coercion or bond 
enabling the circulation of resources i.e. devotion to and a. reciprocal protec- ` 
tion from the deity. See for non-economic considerations in social relations. 
P. Anderson Passages from Antiquity to Feudalism London, 1974, pp. 401. ff; 
Maurice Dobb, Capitalism, Development and Planning The Hague, 1971, p. 208. 

89. Thisis the main theme in all the works of B. Stein, the culmination of his 
researches being his monograph, Peasant State and Society in South India. 
There are many influenced by Stein's theory among American historians of 
South India, such as G.W. Spencer and Kenneth R. Hall. 

90. The best exposition of this theory is that of Indian Feudalism by R.S. lain. 
Despite the fact that it has provoked a continuirig debate on the prevalence of a 
feüdal sociery in India оп the European model (Harbans Mukhia, “Ҹаѕ there 
Feudalism in Indian History", Presidential Address, JHC Section П, Waltair 
1977 ; See also ` R.S. Sharma, "How Feudal was Indian Feudalism" and B. 
Stein “Politics, Peasants and De-construction of Feudalism in Medieval India" — 
in Journal of Peasant Studies Vol. 12, Nos, 2 arid 3, Jan/April, 1985), there are 
quite a few proponents of this theory.—The series of Presidential addresses in 
the IHC on this subject are sufficient proof of it. See D.N. Jha, "Early Indian 
Feudalism : А Historiographical Critique’, Presidential Address. Ancient 
India Section, 1 Indian History Congress, 40th Session Waltair, 1979 ; B.N.S. 
Yadava, The Problems of the Emergence of Feudal Relations in Early India, 
Presidential Address, Ancient India Section, 1HC,'4lst Session, Bombay 1980. 
R.N. Nandi, “Growth of- Rural Economy іп Early Feudal India", IHC, 45th 
Session, Annamalai, 1984. . 

91. B.D. Chattopadhyaya, 1983, pp. 18-19. 

92. The most systematic study of the nadu and kurram for the Cola country is that 
of Y. Subbarayalu, Political Geography of the Cola Country, Madras, 1973. 
This work, however, restricts its study to the Kayeri valley and adjacent areas 
in the north and south. -This study also. confines itself to the middle Cola 
period, which in fact represents the end of the main. phase of agrarian expan- 
sion of the Cola region, not the stages of such expansion, The ‘erstwhile ^ 
Pallava and Pandya regions need to'be taken up for an equally thorough 

f investigation. o’ 

93. Studying the political geography of this region may prove to be à very useful 

method of 'establishing the chronological sequence of their emergence, which 
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can be done with the help of contemporary inscriptions, providing а remarkable 
corroboration of the integration of less developed pre-existing settlements, 


. having no irrigation or other facilities, into the newly emerging brahmadeya and 


temple nucleated centres, interesting examples of which may be found in 


. Tondaimandalam. 


94. 


The kottam, of which twenty-four are traditionally assigned to the Pallava 
region, had in it one or more пайиз some of which аге for the first time 
attested only in early Cola ог middle Cola inscriptions, indicating thereby that 
the process of development and integration was continuous. The same process 
is noticeable in the case of nadu and kurram in the Cola and Pandya regions 
even upto the .1ith century A.D. when the valanadu was introduced asa 
revenue division under Rajaraja I after a major land survey and assessment 
was initiated by him for revenue assessment. Nearly fifty nadulkurram localities 
have been listed so far in the Pandya region between 7th and 10th centuries 
A.D. The expansion of one of these nadus viz. mulll nadu in the wet zone of 


. Tamraparni valley provides an interesting case of deliberate royal choice of a 


tegion for development as a resource base under the Colas. 

К.В. Srinivasan, ‘‘Pallava Architecture", Ancient India No. 14; K.V. 
Soundardrajan, Art ‘of South India, Tamil Nadu and Kerala, Delhi, 1978, 
pp. 75-105. ; 


. S. Jaiswal, “Caste in the Socio-Economic Framework of Early India” Presiden- 


tial Address, Ancient India Section, IHC, 38th Session, Bhuvaneswar, 1977, 
p. 14. 


, Itis only in the medieval nigandu or lexicographic works and commentaries 


that one comes across reference to the Vaisya and Sudra categories. 
S. Jaiswal, op. cit., p. 30. 


. David Ludden, op. cit., 1985, p. 41. 
. T.N. Subramaniam, Thirty Pallava Copper Plates. 


T.N. Subramaniam, Ten Pandya Copper Plates. 
See C. Minakshi, op. cit. 1977 Part НІ-ХІ ; №. Karashima South Indian History 


` and Society, OUP Delhi, 1985; Chap. I. 


103. 


106. 


. Kenneth, В. Hall believes that nagaram as a market centre for each nadu evolv- 


ed even inthe Pallava times ie. before the 10th Century A.D. Further, be 
treats the 400 years of Cola rule as a single undifferentiated unit failing to see 
the spatial and chronological increase in the number of nagarams as ап impor- 


tant indication of the growth of the commercial network. Ор, cif. 1980. 


The medieval nigandu works refer to the Velalas as taking up six professions 
such as cultivation, smithy, pottery, weaving, cattle rearing and trade. See M. 


.Raghava Iyengar, Velir Varalaru (Tamil), Madras, 1964, 3rd ed., pp. 27-28. 
„Also R. Nagaswamy, Yavarum, Kelir (Tamil), Madras 1973., p. 161. 

. See G.R. Kuppuswamy, op, cit., 1975, p. 98.. 

‘This whole discussion on.the magaram is based on my two earlier articles іп 


‘Studies in History, Vol. I, No. 1; in Sabyasachi Bhattacharya and Romila 
Thapar, (eds.) Situating Indian History, OUP, 1986. Also Kenneth R. Hall, 
Trade and Statecraft in the Age of the Colas, New Delhi, 1980. 

The discussion of the merchant guilds is based on А Appadorai, Economic 
Conditions in Southern India (1100 A.D. 1500-A.D.) 2 Vols. Madras, 1936; 
K.Indrapala, “Some Medieval, Mercantile Communities of South India and 
Ceylon”, Journal of Tamil Studies Vol. Т, No. 2 Oct. 1970; K.R. Venkatarama 
Ayyar, “Medieval Trade, Craft and Merchant Guilds in South India”, Journal 
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of Indian History, 1947, pp. 268-280; Meera Abraham, “А Medieval Merchant 
Guild of South India" Studies in History, Vol. IV, No. 1, Jan-June, 1952. ; В. 
Champakalakshmi, “Тһе Medieval South Indian Guilds: Their Role in Trade 
and Urbanization”. Forthcoming. 

See B.D. Chattopadhyaya, "Markets and Merchants in Early Medieval 
Rajasthan", Social Science Probings, Vol, II, No. 4, Dec 1985. 

K.G. Krishnan, Chittiramelip-periyanadu-An Agricultural Guild of Medieval 
Tamil Nadu", Journal of the Madras University, Vol. LIV, No. 1, Jan 1982, 
Reprint. 

R. Nagaswamy, Studies in Ancient Tamil Law and Society Madras, 1978. (Pub. 
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Book Review 


Feudal Formations 


D.N. JHA (ED.) : Feudal Formations in Early India, Chanakya 
Publications, Delhi, 1987. 


MODERN INDIAN historians have too long been obsessed with the view 
that the “timelessness” of the Indian mind has created a historiographical 
situation wherein the historical processes of ancient and medieval India can 
be understood only to a limited extent. Therefore, unconsciously is nurtur- 
ed the assumption that to Write about modern history, there is hardly any 
need to look into the historical structures of ancient and medieval times. 
The book under review, on the contrary, indicates how crucial areas of 
historical analysis, particularly those related to the elements and nature of 
social change can be scientifically understood within the broad theoretical 
framework of historical materialism. 

Our understanding of the pre-modern society has both ideological 
and structural dimensions. In order to place the context in which the 
collection of articles are compiled together in this book, it is pertinent to 
underline briefly the parameters within which earlier writings on the subject 
were oriented. "During the early part of the nineteenth century began the 
land revenue surveys of India by the British. They wrote about their con- 
ception of the past, collected data relevant to their policy analysis and 
came to conclusions about either the ‘admirable’ or ‘stagnant’ Indian village 
communities. However, many conceptions about land relations were 
embedded in earlier social formations, and with regard to these clarity was 
far from achieved. In the light of the nineteenth century (and this was 
also the time when writing of history in general gained ground) misconcep- 
tions about the character of village communities in early India, as well as 
as the theories of ‘Oriental Despotism’ advocated at the same time, the 
historiographical limitations of these writings cannot be overemphasized. 

That it became crucial to generate a new set of questions about the 
relationship of the State and the peasantry and other related issues for 
various stages of early Indian history, is reflected in the recent historiogr- ' 
aphy of India wherein there is the general concern to write about social 
and economic history at the micro-level. The more conventional approach 
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in this regard without any clearly formulated theoretical framework did 
not dispute, nor did it consciously support, nor did it criticize the theory 
ofastagnant society implied in the nineteenth century writings. With 
great emphasis on the glorification of the Indian past there emanated 
historical generalizations that were based on empirical studies of varying 
degrees of specificity made during the early half of this century. It is 
precisely here, that is, іп our perception of *scientific history' that the 
current historiographical debate about ‘feudal social formations’ outlined 
by D.N. Jha in the Introduction to this book for understanding Indian 
society and history, gains a new dimension. It helps іп identifying the 
efficacy of the relevant methods of historical analysis. 

Jha has cautiously selected fouteen articles divided into three parts 
of ‘Transition to Feudalism’, ‘Feudal Society and Economy’ and ‘Feudal 
Ideology’, so as to reflect intensive researches undertaken for different 
parts of the country, as also with a view that by and large, the collection 
represents a homogenous texture in terms of method. The views of 
one of the most prolific and one of the first proponents of the school of 
‘Indian Feudalism’ are well-articulated in this volume. Kosambi’s two 
essays touch on two different themes, namely, understanding a regional 
variation of feudalism and, the role of ideology, in this case taking the 
instance of the most popular Hindu text, the Bhagavadgita, in exemplifying 
class dominance and how efficaciously ideology could have been used for 
this purpose. In many ways these essays of Kosambi being chronologically 
the earliest, as also his innumerable other writings on Indian history, set 
the tone of the volume. They are inno uncertain terms, the inspiration 
behind a majority of the essays incuded in the book under review. Even 
today, when the marxist method of analysis has become comparatively 
more popular among Indian historians than it was in the 1950s, no one 
can deny that Kosambi’s piece on the Gita remains outstandingly the most 
creative interpretation of a religious text in the context of the method embo- 
died in the theory of historical materialism. 

Part I of this book with six contributions neatly gets divided into two 
parts : the first includes two pieces by R.S. Sharma and B.N.S. Yadava 
discussing the question of transition to feudalism from a general, perhaps 
‘all India perspective, and the last two articles by D.D. Kosambi and 
Amalendu Guha discussing the issue from a regional perspective. Characte- 
ristic of Noburo Karashima, whose article is placed іп the middle of these, 
he presents an exceedingly specific and micro-level study of the Late Cola 
period in the Lower Kaveri Valley pertaining to the prevalence ОҒ private 
landholding. Though he too discusses the issue of transition, in this case 
pertinently mentioned to be from the Early Cola period (pp. 113-144) to 
the Late Cola period, his placement in the. centre may ring another note, 
namely, unlike the others, he nowhere makes a committed appeal that the 
tendencies discussed by him would warrant the conditions ripe for feuda- 
lism. The consciously non-committal stand taken by him could best be 
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described in his own words, “Though we are still unable to say whether this 
means the appearance of a feudal sytem or not, (emphasis added) this new 
agrarian order seems to have brought changes in the relations of many 
communities belonging to the locality" (p. 125). These changes are placed 
by Karashima to have occurred around the thirteenth century which is 
about the same time that Kosambi inthe next article argues that he finds 
'the origins of feudalism in Kashmir. Іп using mainly a translation of 
Kalhana's Rajatarangini, but within a clearly formulated paradigm, he 
asserts that “particular variations due to local conditions" (p.130) in no 
. way undermine the applicability of the feudal model to understand socio- есо- 
nomic changes in early medieval India even before the beginning of Muslim 
rule. Thus he concludes in no uncertain terms, “Тһе importance of Kashmir 
to the historian lies in that it shows the true motive force of Indian feuda- 
lism . ? (p. 143). One of the significant points raised and discussed by 
Kosambi add which also figures in Guha's paper on Assam, is the question 
of the relationship of the caste system to the emergence of new socio-econo- 
mic classes under the feudal order. Both these case studies however, indicate 
that caste was not firmly entrenched during the period of transition so as 
to permit change toa new class situation if economic factors permitted. 
Nonetheless, an understanding of caste/class interactions remains а 
dessitram at various levels and the case study of Assam very clearly 
brings out that though de-tribalization was intimately related to “semi- 
feudal State-formation" (p. 157), complex tribal relations continued to 
persist. 

It has been pointed out that the geographical distribution ‘of the 
earliest land charters which “explain the growth of feudalism have been 
found in “outlying, backward and tribal areas” (p. 9). This hinges upon 
one of the most fundamental theoretical issues pertaining to the origin of 
feudalism in India in areas away from well-established agrarian production. 
R.S. Sharma’s views, expressed as early as 1965, on attributing the decline 
of Indo-Roman trade, scarcity of coins and disappearance of urban centres, 
as a combined potent factor in the growth of feudalism, has come under 
criticism from certain quarters because it lays too much emphasis on 
external factors in bringing about change in Indian society. So as to 
effectively counter these arguments, Marxist scholars of early India have 
been consistently working to explain the prelude to the feudalization of 
Indian society in terms of internal, variables of change. Two of the best 
documented studies presented as the first two in this volume by Sharma 
and Yadava, now make it clear that there was a social crisis beginning . 
around the late third and fourth centuries A.D., which weakened the 
traditional brahmanical order. From a wide variety of literary texts as also 
somé inscriptions both these scholars have, despite the inherent limitations 
óf the source material, delved very intricately into the question of the 
transition from antiquity tothe middle ages called Kali Yuga in the San- 
skrit texts. In analysing the passages on the Kali Yuga in this manner 
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they have also effectively shown that brahmanical ideology did not remain 
static and that these passages are in fact a perception of change as under- 
stood'by the early Indian writers. The essence of this inquiry with regard 
to the origins of feudalism aims at clarifying what in fact was the nature of 
the social basis of production and how it underwent changes during the 
period of transition. Thus Yadava's paperadroitly explains the pheno- 
mena of the dimunition and decline of *Sudras' as slaves and servants and 
the growth in the subjection of different kinds of peasants who belonged to 
both the Sudra and Vaisya castes, as one of the most signicant criteria of 
transition to early medieval. 

However, it isin Part П of this collection that the details of feudal 
economy and society areworked out and here again, there are two well-docu- 
mented papers by Sharma and Yadava. Whereas, Sharma in his ‘How 
Feudal was Indian Feudalism ?, sharply lashes out at the critiques of the 
feudal model by reiterating forcefully his arguments on the fact that the 
risé in landed intermediaries ultimately led to the ‘enserfment of the 
peasantry through increasing tax burdens and obligations to perform forc- 
ed labour, Yadava patiently brings forth even more relevant details to show 
the increasing subjection and immobility of the peasantry asthe feudal 
mode of production progresses into the later medieval times. Thus while 
the former can be understood as the re-statement of an earlier stand on the 
nature and essence of Indian feudalism as having ‘similarities and dissimila- 
rities with its European counterpart, the latter as is characteristic of many 
of Yadava’s other articles, shows how the plethora of Sanskrit literary 
references, which have hitherto been untapped, cau be used to understand 
the nature of peasant subjection which may not have been identical as in 
the case of European feudalism. 

The other three papers in Part-II of the book by Tarafdar, Nandi and 
Karashima 4 Subbarayalu are regional studies. Nandi’s and Kara-hima & 
Subbarayalu’s dwell on elements of social conflict with data bearing on 
mainly Karnataka and Tamil Nadu respectively. On the other hand, 
Tarafdar’s study is of trade with particular reference to south-east Bengal. 
One cannot exaggerate the importance of these regional studies but they do 
highlight interesting results which lend a cautioning note about some of the 
generalisations pertaining to feudalism. Tarafdar’s study for instance, 
shows that unlike other parts of Bengal his area of study yielded consider- 
able evidence of trade and commercially active urban centres in a period 
when otherwise it is regarded that there was an increasing emphasis on the 
growth of a closed village economy. Nonetheless, Tarafdar would like to 
conclude that “The continuation of trade and the existence of а 
currency may not all negate the possibilities of the agrarian economic 
forms and elements which constitute the basis of a feudal society” (p. 233). 
Nandi's evidence for Karnataka systematically argues that by the tenth 
century ог so there were significant agrarian changes in the feudal economic 
formation in terms of expansion: of irrigation facilities, improvement in 
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agricultural techniques and thereby a change in the crop pattern to grow 
particularly cash crops, which all ultimately led to a regeneration of trade. 
However, all this he explains had an impact on the existing class relations 
and in the latter half of:his essay he has documented information .which 
indicates different kinds, of conflict which occurred within the feudal con- 
text. The paper on Tamil Nadu is similarly solely devoted to describing the 
conflicts between the Valangai and Idangai groups against brahmana and 
yellala landlords and. interestingly, most of the inscriptions that are used 
are datable to after the fifteenth century. The reasons for such revolts have. 
been stated as political confusion after the Vijayangar occupation, the 
increasing power of the landlords and the expansion of the agrarian econo- 
my. Though the authors conclude that the thirteenth to the fifteenth 
centuries, was а ‘transitional period in which some new social formation 
was generated . . ...' (p. 303), nowhere do thzy concede that this could be 
described as a feudal order. Their cautiousness in this regard is a hallmark 
of all their other writings as well and the trend in fact which they have 
substantially contributed to is to establish and augment meticulously the 
empirical data with the help of scientific, namely statistical, techniques. 
A common feature of all the papers in this section however, is that they 
have all in their own individual manner, discussed the society and economy 
as interacting aspects of a polity or system, rather than adopting a com- 
partmentalized mode of exposition. 

Often in the past, it had been conventionally recognized that the, 
cultural aspects of society need to be understood as apart from the general 
pattern of the historical mileu. In Part ІП of this volume which discusses 
aspects of religion and art in early India, this point of view finds no echo 
whatsoever. On the contrary, we find that all contributions make a serious 
attempt at analysing how ideology is the outcome of a given socio-economic 
and political set-up. This is most systematically argued іп M.G.S. 
Narayanan and Kesavan Veluthat’s piece on the Bhakti Movement in. 
South India beginning around the middle of the sixth century A.D. wherein 
they. find that its spread. goes hand in hand with the growth of a feudal. 
order. It is argued that despite the fact that it initially began as a protest 
or dissent movement, it became ultimately temple based and thrived as a 
result of the. patronage it received from the new feudal monarchy. On 
analysis it is further argued that ‘the new jargon of Bhakti literature is 
suggestive of the new feudal class relationships and the corresponding 
ideology’ (p. 366) and thus it ultimately ‘created an aura of sentimental 
romance around feudal institutions of the age’ (p. 368). For South India 
this is perhaps one of the few attempts at articulating that historical pheno- 
mena need to be understood in an integrated form. Burton Stein and his 
followers who also see society and polity as interacting forces however, 
emphasize on the power and dominance of ideology on the medieval South 
Indian fabric, It is of course not difficult to perceive that the underlying 
spirit of Narayanan and. Veluthat's arguments is clearly to underlire the. 
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important elements of disjunction and conflict in early Indian society and 
how it operated at the ideological level. 

. Kosambi’ s piece in this section on the Bhagavad Gita is also an 
attempt to understand the social functions of bhakti and its constant appeal 
for generations ‘of devout Hindus. Both his interpretation of the Gita in 
the light of historical materialism and R.S. Sharma's on the material 
milieu of tantraism, are still amongst the few cases where religious texts 
are given a rigorous critical treatment with a conscious attempt to place 
them in their social and economic setting. In. the past the adoration for 
the Gita on the one hand, ard disdain, almost guilt retentive rejectio1 of 
the Tantras onthe other, by modern historians and ideologues of the 
establishment in general, had indeed blurred our understanding of the 
development of literature and the growth of social consciousness in early 
India. For many years to соте these two articles would. remain, models. for 
researchers interested.in the subject matter. Another area which needs to 
be worked at by, social historians is the relationship,of the development of 
art and social consciousness. Devangana Desai’s article in this volume is 


` an initial, attempt in ; this - direction. with reference to the changes іп the 
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content and nature of art under feudalism. However, it is undeniable that 
alot more needs to be done in this area.. The volume under review in all 
its attempts to make it a complete and total study- of feudalism in early 
India, ends with a select bibliography on the subject and a small index, both 
valuable indicators of the subject matter in the book. : 

Many of the essays under review were originally. published i in journals 
and books,not easily accessible to the general students of Indian history. 
Undoubtedly, their. collection serves the much wanted. purpose of some of 
the,recent views on ‘Indian feudalism’ being available together in the 
volume, Considering , that at this. juncture there is a debate. on the 
characterization of early Indian social formations, this collection, with the 
exception, of ‘the writings of Karashima and Suborayalu, cogently present 
one, set of views, advocating it to be feudal. . For South India in particular, 
the writings of Burton Stein and more recently on а general level, those of 
Harbans Мика have propounded the efficacy of the use ofthe term 
‘peasant society’ implying thereby the.existence of harmonious relations of 
production with the peasants in control of the productive processes in early 


апа médieval India. Jha i in his introduction to this volume takes issue 


with these scholars stressing emphatically that they intend to bring ‘in 
through the backdoor the concept of AMP’ and even legitimize ‘under a 
radical, camouflage, the perception of precolonial Indian society as sta- 
gaant’ (p. 18). As early as 1969 (Landlordism and Tenancy in Ancient and 
Medieval India as revealed by. Epigraphical. Records, Lucknow), D.C. Sircar 
from a significantly. different point of view had also vehemently questioned 
the applicability of the term ‘feudalism’ to describe land relations in ancient 
and medieval India which he preferred to substitute 'by the use of the term 
*Jandlordism',' At several levels Sircar however failed to take up the issue 
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of describing the elements of change іп the system that he described as 
‘landlordism’ which in his opinion is supposed to have prevailed throughout 
Indian history. Thus, the question on hand is not simply the use or 
rejection of terms like ‘feudalism’ which is supposedly said to be able to 
describe only the West European situation, but rather, to seek valid 
explanations for understanding the different levels of change and the 
nature of change in early Indian society. 

In recognizing that there was change itis crucial for historians to 
generate a new set of questions. That the articles in the present volume 
have largely raised them in the context ofthe critical method emodied in . 
the theory of historical materialism sets in a healthy spirit of challenge and 
debate for understanding early Indian social formations, For a long time 
for instance, one of the problematic areas of our understanding has been 
the isssue of periodization in Indian history. The volume under review 
adds considerably to our understanding of the transition from the ancient 
to the medieval period by establishing a set criteria rather than adhering to 
an affixation of rigid dates. 

However, in this context it is pertinent to point to recent studies 
undertaken for some parts of South India which do not accept the applica- 
bility of the ‘feudal model’ particularly with reference to the question of 
transition. These are the works of Burton Stein and his followers and 
those of Noburo Karashima and his Indian collaborators. Far from being 
identical in their approach they both bring to the forefront, by using 
different dimensions of the "scientific method’, the issue of the individuality 
and peculiar features of the South Indian data and situation. ' At the 
interpretational level having drawn upon already well-known inscriptional 
data, Stein has used a socioiogical model and Karashima has employed 
the techniques of statistical analysis for data available at the micro-level to 
arrive at conclusions describing the medieval South Indian state as 
‘segmentary’ and one where the formation of a 'centralized state reached 
a certain degreee of completion', respectively. In disagreeing with the 
above the writings of D.N. Ља, M.G.S. Narayanan, R.N. Nandi and 
others for South India in the volume, as well as elsewhere, consciously 
strive to present yet another alternative modelto understand the South 
Indian situation. They particularly question the basic assumption of 
Stein who gives primacy to the ritual and moral forces as binding early 
Indian society and thus lay bare the inadequacies of his understanding of 
the structure of the State. This they do by sometimes citing the data 
collected, analysed and presented by Karashima who overtly neither 
subscribes to the ‘segmentary model’ nor to the ‘feudal model’. In the 
conclusion to his introduction D.N. Jha rightly points out that in recent 
years many area-wise studies have emerged explaining social and economic 
change’ but he also interestingly notes, ‘even if the data have not always 
been discussed against the background of a feudal mode of production’ (p. 
41. ft, nt. 101). This observation is particularly relevant for studies on South 
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India at least, where more intensive work needs to be done. Otherwise 
Karashima’s data, which isin any case confined to a small part of South 
India, may become the scurce of yet another inclusive debate. 

We feel that ultimately the value of theory in the analytical recon- 
struction of historic structures rests on a dialectical relationship between it 
and the empirical basis andif any of the two becomes a restrictive or 
binding force, the essence of historical analysis suffers. The book under 
review effectively sets the stage for the challenge to further fortify the 
theory that early medieveal Indian society was ‘feudal’. 
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Editorial Note 


THE EMERGENCE of capitalism in Western Europe was associated with 
a forcible knitting together of the regions of the globe in a network of trade 
relationships, and with tremendous changes in the production structure. To 
bring about these changes in the production structure ata global level, capit-. 
alism moved vast masses of population from one corner of the globe into 
another.Indeed, shifts of large masses of population are a crucial element in 
the history of capitalism down to this day, though the means used to bring: 
about such shifts may have varied over time, from the slave-trade,-to the- 
indenture system, to a mere reliance on the pull of the market. Capitalism 
thus brought together, especially within the colonial setting, uprooted 
peoples of diverse ethnic origins, and indeed made use of this very diversity 
as a lever for perpetuating their subjugation. And even after formal 
decolonisation, the post-colonial societies, victims simultaneously of both 
capitalist industrialisation as well as of the inadequacy of it, have been torn 
by racial and ethnic tensions which fracture any coherent class-consciousness 
` and keep these societies entrapped within a vicious status quo. 

The plight of the overseas Indians in this context is the object of 
investigation in the lead article by Prakash Jain in the current number of 
Social Scientist. The author critically examines alternative approaches to 
the race relations situations of overseas Indians, in particular the so-called 
“pluralist” and middleman-minority” theories; he rejects both in favour of 
a class-approach whose merit lies in locating the problem within the wider 
setting of capitalism and colonialism. His specific discussion of the race 
relations situations of overseas Indians on this basis should be of interest 
to readers. 

K.C. Suri’s paper draws attention to yet another aspect of the com- 
plexity of a colonialsituation. The agrarian revolution, there is no gain- 
` saying the fact, constitutes the pivot - of the national revolutionary struggle. 
The task before the revolutionaries has always been to carry forward the 
anti-colonial struggle towards a socialist denouement via the agrarian revolu- 
tion, while the bourgeois leadership in the national struggle hasalways made 
strenuous efforts to delink the question of the agrarian revolution from the 
anti-colonial struggle. This basic difference, deriving in turn from the 
lateness of the arrival of the bourgeoisie in colonial countries on the his- 
storical scene, shows itself in the emergence of distinct agrarian programmes 
and strategies in the course of the anti-colonial struggle; and this is clearly 
evident in the Indian case too. To be sure, the bourgeoisie, in order to 
garner the support of the rural poor, often is forced to promise ia its 
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agrarian programme somewhat more than is historically possible for it to 
achieve. Likewise, the communists in the colonial period had crucial gaps 
in their understanding of and pronouncements upon the agrarian question, 
gaps whose elimination requires a prolonged and practical task of learning ' 
from experience. But, notwithstanding all the rnetoric of the Congress, and 
all the gropings of the communists, this fundamental difference between 
two approaches, stemming from two distinct class-positions, is apparent, 
and.that.is,what.Suri's paper brings out. 

. Contrary to what bourgeois ideologues today may believe or propag- 
ate, the agrarian question in India, even after four decades of independence, 
remains, a-burning question. The issues being discussed in the paper; are 
notischolastic, curios regarding | dead-and-buried matters of history ; they 
still, retain a.crucial, contemporary, relevance. Yet another look-at the his; ` 
tony, ofthe debate оп the agrarian question, therefore, should be of interest 
to,teaders... - l 


PRAKASH С. JAIN* 


Towards a Class Analysis of Race Relations 
Situations of Overseas Indians in Colonial] Post 
Colonial Societies 


CLASS theories of race relations are an emergent phenomenon. In their 
present formulations they have been greatly influenced by neo-Marxist 
critiques of the theories of development and underdevelopment. These 
critiques-have been applied not only to non-Marxist theories (e.g., mode- 
misation, dependency, world system, pluralism, etc.) but also to orthodox 
Marxism, especially because of its Eurocentric bias. There has been a 
growing conviction among neo-Marxist scholars that race and ethnicity 
are по less important contradictions іп any society than those based on 
class, 

The major thrust of the emergent neo-Marxist approach, which is 
itself locked in internal debate, has been not only to expose the fallacy of 
the primordialism thesis of race relations, but also more positively to show 
how certain types of race relations situations are better explained in terms 
of their underlying class dynamics. In this article an attempt is made 
precisely on these lines to suggest a conceptual framework for the analysis: 
of race relations situations of overseas Indians. The article is divided into 
two parts. In the first. part, various established theories on the subject are 
critically reviewed and inthe second, the said conceptual framework is 
outlined. Throughout the paper special reférence is made to the overseas 
Indian communities in Guyana, Malaysia and Kenya;.which are'representa- 
tives of three major types of overseas Indian communities in former 
colonial societies. 


Theories of Pluralism 


Sociological studies of overseas Indian communities in the colonial/ 
post-colonial context generally use one or another variant of the theory of 
pluralism. In its current form the theory of pluralism has been developed’ 
by M:G. Smith who was influenced by the works of Furnivall and Malino- 
wski. The cornerstone of Smith's theory is his focus on the mode of 
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` incorporation of institutionally diverse collectivities and their unequal or 
differential status. І 
According to Smith, colonial societies are aaeeei by structural 
‘pluralism which entails a differential distribution, either through legal or 
extra-legal practice, of "civil and political rights and the economic, social, 
and other opportunities that these permit or enjoin”. 5 Discussing race and 
stratification i in the .Caribbean, he writes that “in Guyana, Surinam and 
Trinidad, negroes and East Indians were incorporated as mutually exclusive 
segments of equivalent status by their common but mutually distinct sub- 
ordination to the ruling whites’’.® 
For Smith, incorporation is essentially a political act; a society is held 
together by the authority and regulation of one segment over others, Thus 
from the pluralist perspective, the question of inter-group conflict is a 
matter of political dominance of one group over the others. Smith's theory 
of pluralism has been applied in a preliminary way by Hilda Kuper in the . 
African context. She argues that the Asians in Africa are "strangers" in 
plural societies-and that their raci ial distinctions are rigidly maintained at the 
level of political incorporation. The Asians in Africa are not a corporate 
group; corporate status is rather thrust upon them by the “host” : 


- In a society where power is arbitrarily ascribed, it is convenient for 
the dominant group to treat Asians as if they were a corporate group 
and to reinforce this by separate laws, separate schools.and so on; at 
times it may be convenient for Asians, despite their . internal 
differentiation; to accept this fiction and form Asian organisations to 
negotiate with the representatives of the dominant group.” 


A variant of. pluralism is found іп Tinker’s study of overseas Indian 
communities. The problem of political integration appears to be Tinker’s 
primary ‘concern, and his conclusion is that “it is the dominant population 
—which determines how the Asian immigrants and their children 
emerge”. 

The plural society thesis has been criticised on several counts. The 
major criticisms аге discussed below : 

1. The plural society appoach -defines society by its cultural and 
political characteristics (e.g., socio-cultural segments, primary institutional 
diversty, etc.) and thus ignores the economic processes which are of primary, 
importance to any social formation. In a study of Indians in East Africa, 
Morris rightly observes that this approach “concentrates only on cultural 
differences, which іп themselves are not really more than insignia”. ? In doing 
so, he argues that “the underlying structural similarities are almost certain 
to be overlooked". In the opinion of Banton, “It does not seem helpful to 
put emphasis upon the character of community’s institutions at the cost of 
the structure of relations in which the various communities are involved, 


for it is this structure that brings them into particular forms of conflict and 
cooperation.” ?? 
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l 2. A critique along the same general lines but with specific reference 
to the Caribbean contcxt has been advanced by Hali. He points out that 
while the ‘plural society?’ model concentrates our attention on segmental, 
cultural and institutional diversity, it does not account for the mechanisms 
of class power, legitimation and domination. This structure of legitimation, 
almost identically present in all Caribbean societies, in which a small upper 
class controls access to power and reward is, according to Hall, historically 
derived from ‘slave plantation society’. It was the slave plantation society, 
with its typical features of the ‘separate worlds’ of masters and slaves, to 
which the structure of legitimation as well as socio-cultural pluralism owe 
their existence. “Every subsequent development or stage represents ... a 
Modification and transformation, but nota structural break, with this 
generative model”.™ In the generative model, the two socio-cultural worlds 
do not form plural segments of parallel but distinct cultures, but differe- 
ntiated parts of a single socio-economic system. Thus there exists a 
complex "differentiated unity" specific to each social formation which 
requires analysis. Seen from this perspective, it bécomes obvious that the 
plural society model conceives the questions of power and conflict in 
“too limited and segmentary a fashion" and without regard to the "unity" 
of slave-plantation, colonial or post-colonial society.” 

3. The conceptualisation of the state poses another problem in 
theories of pluralism. The pluralism literature rightly emphasises the 
importance of state and political domination in society. The pluralists, 
however, treat the state as the independent variable. According to Leo 
Kuper, “the state precedes and constitutes society; it is the state that is 
primary and imposes some measure of ordered relations on otherwise 
hostile or dissociated groups.’® Such a conception is obviously contary 
to the Marxist conception of the state, which is understood as dependent, 
however indirectly, on changing material conditions. We share the Marxist 
view of the state as a relatively autonomous institutional ensemble whose 
policies and practices are influenced by the articulated interests, demands 
and conflicts among the dominant and subordinate classes in a given 
social formation. It is by virtue of this interventionist role that the state 
has repercussions on race relations situations. 

4. The plural society approach emphasises the importance of political 
dominance in race relations but at the expense of economic dominance and 
exploitation. In pluralism, “economic class formations (are considered) as 
largely irrelevant to the analysis of social and political structures”.’ 
Pluralists who do call attention to economic class formation relegate it to 
a minor role, arguing that ethnic/racial solidarities are stronger than those 
based on economic class. For instance, Leo Kuper contends that in plural 
societies class solidarity across ethnic/racial lines rarely appears and that 
Marxist concepts of class do not fit situations in plural societies. Obvious- 
ly, Kuper’s notion of class is too simplistic and harks back to an outdated 
“orthodox” Marxism. In this orthodox view there is little allowance made 
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for intra-class variation, and ethnic/racial divisions are reduced to econo- 

mic or class relations ina mechanistic way. The neo-Marxist approach, 

in rejecting this view, is well-stated by Hall who rightly pointed out : 

. there has ‘never been, in sophisticated Marxist analysis, -any 

simple and predetermined necessity that class solidarity always does 

. and must appear, for this would Бе to make ‘consciousness’ automat- 

.' ically coincident with objective economic position, and structure- 

'  superstructural relations simple and transparent. The distinction 

between ‘classes in themselves’ and ‘classes for themselves’ is pivotal] 

‘to the analysis: and the whole domain of ideology and of political 

class practices (not to mention the more difficult concept of ‘false 

consciousness’) intervenes to effect crucial and massive displacements, 

The theory of automatic class solidarities and of transparency of 

Structure-superstructure relations is mechanistic in the extreme. If 

there is no predictable ‘class solidarity’, then there are certainly no 
‘ethnic’ or ‘cultural’ solidarities either.!9 


The pluralist understanding of Marxist class analysis is obviously based оп 
the teleological reading.of Marx which necessitates, among other things, the 
` class! solidarity across ethnic/racial lines. 


Middleman Minority Theories 
In Africa Indians constitute what have been termed “middleman 
minorities” or “marginal trading communities”. It has been observed that 
middleman minorities are often found in complex, stratified, agrarian 
soc'eties characterised by a status gap or marked division between elites 
and masses." Another feature of these communities is their economic 
status and role ; "they occupy ап intermediate rather than low-status 
position. They tend to concentrate in certain occupations, notably trade 
arid commerce... "18 2 
"Why do middleman minorities come into conflict with other groups 

within the host society ? Blalock argues that middleman minorities in 
peasant-feudal societies serve as а buffer group or as pawns in the power 
struggle'between ће бмо major classes—elite and peasant. "In times of 
prosperity and reduced class-conflict the middleman finds himself relatively: 
secure under the protection of the elite group. In times of stress, however, 
he becomes a natural scapegoat. 2719 

' То contrast, Bonacich argues that sojourning is the key variable іп the 

“middleman minority" situation." Sojourning generates thriftiness among 
immigrants as it also leads them to select liguidable occupations, i.e., 
‘occupations which do not tie them to the territory for long periods. niche 
non-economic consequences of sojourning the most important one is the 
high degree of internal solidarity. Other traits typical to these communities, 
according to Bonacich, are : a resistance to out-marriage, residential self- 
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segregation, establishment of separate schools, resi tance to assimilation, 
and minimal involvement in local politics. All these traits generate host 
society hostility which in turn reinforces their sojourning attitude and 
group solidarity. The cycle is self-perpetuating and the group becomes a 
permanent minority. Both versions of the middleman minority theory 
suffer from the following shortcomings : 

1. The conceptualisation of the colonial societies in which а сың 
minorities are found is inadequate. For example, Blalock's conceptualisa- 
tion of such societies in terms of peasant-feudal societies ignores the whole 
context of emergent colonial capitalism and its dynamics in response to 
‘which the middleman minorities immigrated in the colonial societies in the 
first place. 

2. Attempts of class analysis in the theory are overly simplistic. The 
classes.appear to be undifferentiated : elites, masses and the middleman 
minority in Blalock’s version ; and business, labour, clientele, and the 
middleman minority in the Bonacich version. Moreover, in Bonacich’s more 

. recent attempt to incorporate middleman minorities into a class framework, 
intra-class conflict is hardly a factor, not only within the minority itself but 
‘also among the majority?! The latter are shown as united in their hostility 
against the middleman minority because ofthe latter's economic success, 
“strangeness” and some elements of irrational behaviour on the part of 
the host society. ` 

3. In a major review of various middleman minority theories, Zenner. 
has rightly pointed out that the theory is not well grounded in ethnograhic 
and historical details and that in the light of the current knowledge of 
such communitiés it can serve only ав а hypothesis. The major difficulty 
with the middleman minority theory, for our purpose, is that it has never 
been rigorously applied to race relations situations in East Africa. In its 
earlier version, Bonacich formulated the theory in relation to a number of 

` so-called “middleman minorities" in diverse periods of time and . situations, 
for example to Japanese-American laundry businessmen in San Francisco 
in 1903; Jews in Stanford, Connecticut іп 1938; and.Chinese іп Cambodia 
in 1962-63." l 

In an attempt to present a more systemic class analysis, we therefore 
would-argue for a definition of a middleman minority in terms of a 
racially/etlinically distinguishable fraction of the petty bourgeoisie in peri-- 
pheral capitalist society, whose privileged class position and interests- are 

contradictory to those of its various class counterparts as well as to sub- 
ordinate classes. Conceptualised in this manner, it becomes possible to 
demonstrate that the race relations situation of the middleman minority is- 
derived not from its ethnic characteristics but from the class conflict inherent 
in the society. 2 

One general difficulty with both the pluralist and middleman mincrity- 
theories of race relations is that insufficient attention is given to the initial 
source of relations situations, i,e,, colonialism and its impact on the «lass 


8 SOCIAL SCIENTIST 


structure of colonial soc'eties. Bonacich, for example, highlights Indians’ 
supposed preference for liquidable occupations but neglects to mention the 
fact that the imperial policy did not allow them to own land for agricultural 
purposes with the result that Indiarís remained confined to trade and com- 
mercial activities. Similarly, in Guyana what Despres calls the problem 
of integration at the national level (which is essentially the problem of class 
relations) emerged from the fact that under colonialism Indians suffered 
the fate of a split labour market, and were denied educational opportunities 
in rural areas (where their concentration was. heavy) thereby affecting their 
life chances.” In short, a comprehensive, systematic study of overseas 
Indians based on a uniform conceptual framework has yet to be done. It 
is our contention that such a theoretical framework must take into account 
not only the political reality of colonialism, but also the reality of the 
emergent capitalism in the colonial societies and the attendent class 
relations. l 


Some Formulations by Rex 
Before we venture to suggest an outline of an appropriate . theoretical 
framework for the analysis of race relations: situations of overseas Indian 
communities it would be useful to briefly present here а few formulations by 
John Rex whose work on race relations is difficult to classify in either of the 
two above discussed theories. Although Rex's work is primarily informed 
by Weber,he gives more than passing attention to class. His stress on col- 
onialism as a key factor in the emergence of race relations situations is also 
shared by neo-Marxists. 
. The colonial social formations, according to Rex, differed from their 
western counterparts іп that the former were developed within the par- 
ameters of colonial conquest with the result that in such societies capitalist 
development generated not only the forces of class struggle but also the 
"race war". Rex places а great deal of emphasis on this fundamental 
differentiating feature. between the metropolitan and colonial social form- 
ations and argues that the '"'adventurer" or “booty” capitalists in the : 
colonies had the capacity to command the use of coercive violence during and 
after the colonial conquest, and thatthe institu tion of labour in colonies was 
not classical free labour and therefore the resulant relationship between do- 
minant capital and subordinate labour thus constitute one possible, though 
. ideal, typical situation of race relations. | 
,. , Other situations of race relations according to Rex, arise from further 
complexities of colonial social formation : in different points of time there 
emerged not only various forms of free and part-free labour (e.g., free slaves, 
time-expired indentured, dependent peasants), but also other social strata 
(e.g., colonial administrators, white settlers, missionary clergy, “шій- 
. dlemen minorities"). Consequently, the system of colonial stratification and 
thereby race relations situation became complex ; 
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. Some of these groups are opposed to one another as classes ій 
à Marxian sense. All of them, however, form relatively closed groups 
with their own distinctive cultural traits and social organisation: The 
_ over-all effect is of too much overlap and inter-penetration to justify 
" -is ih calling-it a caste system, but too much closure of avenues of mob- 
гону for us to call it a system of social stratification. It is muich too 
: complex, involving" overlapping modes of production, for it to be 

' described as a situation of class struggle in the Marxian sense. 
Therefore, as Hall points out, Rex takes a “Marx plus Weber" theoretical 
position in order to explain race relations situations. This he does by 

departing from simple Marxism in a twofold sense : 


өз-- First: ..that at the level of relationships to the means of production 
there are more possible positions and potentialities for class formation 
than simply European Marxism seems to allow ; and second, that 
over and above the actual means of production, there are a number 
-е: -~Of social functions and positions and that thesé functions are appr- 
* - - -opriáted by closed groups which, thereafter, have their own interests 
-: - ' and their own power position vis-a-vis society as а whole.” 
In other words, in a colonial situation various groups,.classes and segments 
are. “differentially related to a number of different modes of production and 
being united by their separate ethnicities as well as by class consciousness"? 
In this. morphology of colonial society those who are powerfully placed ex- 
plain and rationalise the system in terms of an ideology of origins of some 
sort. This, according to Rex, applies to race relations situations in post-colo- 
nial societies as well, in which case the processes of political independence 
and intensification of.class struggle become additionally complicating factors. 
. Rex’s “Marx plus Weber” synthesis, however, suffers from one major 
drawback in that his conceptualisation :of race relations situations involves 
two différent types of social groupings, .i.e., classes and "closed groups"— 
the two pulling the theory indifferent directions. As a corrective to this 
próblem, we would argue that race relations can be explained in terms of 
class.analysis, provided that (1) each racial. group is identified in terms of the 
class'position of the bulk of its members (i.e., whéther it is essentially in а 
relation of exploitation, mediation or exclusion), and (2) it is recogriised 
that thé. ecónomic interests’ of a: racially divided class are not necessarily 
homogeneous : “а social class, or fraction or stratum of a class, may take 
up a class position that does not correspond to its interests, which are 
defined’ by the class determination that fixes the horizon of the class 
struggle". Whereas the first corrective corrects the error of treating 
‘racial/ethnic groups as homogeneous in their class composition, the second 
corrective allows us to analyse the different economic interests of а racially 
fractured class (і,6.; Rex's “closed groups which , .. have their own inte- 
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rests and their .own power positions vis-a-vis society ав а whole"). In 
connection with the second corrective, Burawoy: rightly argues: that in a 
racially- structured 890189; EA MIEL ; 
Uk US cam ns "RS БАУ pe : Ce lofo ee 
-© r, The economic · interests (of а fraction of a class) are dne not 
езі only by class interest but also by the existing institutional-framework 
.:' ı | апа idéology, that is, by relation to the superstructure ‚as well as to 
- the-means ,of.; production: Thus, where the superstructure is, not a 
direct reflection of the class structure but distinguishes it on the 
2 _-basis of.racial categories, then the economic interests of racial | groups 
vc ~eWithin the’same class De. dier. EU c mde v 


cll en d ` 


iw 


In short, a class dos ofr race Өле ane ана. benefit from 1. 
, use of theconcept of. class fraction -as elaborated upon in the contemporary 

neo- Marier наше ACE E Mm TEE 
TOWARDS. А ‘CONCEPTUAL FRAMEWORK ылас 

en Ber us the key question ‘with reference to race relations. involving 
overseas Indians is to-show ‘how the processes of class formation: and class 
struggle shape.race, relations, As. mentioned . earlier, we attempt fo do so 
through the neo-Marxist perspective which, since its emergence after the 
Second World'War in response to the increasing inadequacy of orthodox 
Marxism has been mainly concerned with issues of economic development 
'ánd'underdevelopment in capitalist societies. ES 
-7' l-Howeyer, its "usefulness: for the study of race telan: has also 
increasingly been recognised in à number of recent studies.” Unlike:ortho- 
- dox Marxist formulations that dismiss racial categories and racist pheno- 
‘nena’ (prejudice, ‘discrimination, "ideology, etc.) as epiphenomenal 'to:class 
Or seek to explain thein: iri terms “ОҒ, а” ruling class conspiracy; the ‘neo: 
‘Marxist perspéctivé attempts to analyse how race or ethnicity becomes ап 
‘active structuring principle of a’ social formation. Thé approach’attempts 
-to specify those ‘conditions which make racial distinctions ‘socially per- 
"tinent, Historically active”’.®4: More concretely, it seeks: to undérstand how 
“thé developirtent of capitalism and ‘consequently class formation and Class 
‘conflict’ presérve; undérmine, éxtend or reinforcé racial divisions. By 
aunderstanding the developing’ class relations in concrete situations; “we can 
‘understand the specificity and dynamics of race relations. ^ ^ s. uot. 
v^ «^s To réiterate,within this broader paradigm our major objective is to 
‘show how thé race-relations situations of overseas Indian coininunities have 
‘been shaped ‘by class ‘dynamics specific to various colonial/post-colonial 
societies. In this connection itis of utmost ‘significance to’ realise (hát 
instead ‘of characterising the colonial/post-colonial societies as: "'slave- 
plantations", agricultural or “peasant-feudal”, it is theoretically fruitful to 
‘conceptualise ‘them ‘as “peripheral”? capitalist economies. and ‘societies. 
Historically, such - societies have been marked by the articulation of both. 
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capitálist-and ‘pre-capitalist modes òf ;production in the manner that the 
former-invariably dominated and “distorted” the latter.*® Such а conceptua- 
lisation: allows us to identify the class positions- and ‘class. interests of 
various- racial groups and the resultant situations of class. and racé 
relations.. The fuller exposition of this: conceptual framework 18 presented 
in tlie following pages under three headings : (1) the creation of a peri- 
pherab economy, (2) class formation and race relations in. the. Kolon 
and (3}-post-colonial derivatives and race relations. - pie gee Аа 


eid Creation of a Peripheral Economy | Eu 
Colonial and post-colonial social ГР have been ^ pecipherel” 
economies not merely geographically but more importantly in terms of 
their positions in the world economy. One of the most- important 
characteristics of a peripheral economy is that it is not “autocentric’”.5* The 
internal market in such an economy is underdeveloped, while the external 
dependence is exaggerated. Production із: geared’ for profit through export 
rather than for the needs of the local population. ' And capitalist social 
relations are incompletely formed. Se dL 
7 Besides trade, which we shall be discussing a little later,’ the typical 
colénial economy in Asia, Africa and the Caribbean: (with which we aré 
concerned here) was based on plantation and/or mining enterprises. These 
were exclusively owned by a section of the metropolitan bourgeoisie, or in 
some cases (е. g., Kenya)-by European settlers. ` The colonial government's 
land policiés were geared to encourage: and make’ profitable such enterprisés 
through ‘granting’ long leases on land to the European enterpreneürs and 
through the imposition of a new tenure system, that. invariably restilted ih 
the rise of a proletarian class to work on plantations ‘and mining” Та addi- 
tion 10 fnaking land’ available for plantations and mining pürposes; ‘the 
Colonial government also provided subsidised. immi igtant labour, | necessary 
infrastructural facilities, including technical expertise and an apparatus t s 
maintain law and order. y 
ee “Оле of the: most important features of the’ colonial enterprises was 
һый organisation around the forced labour Systems. Forced ‘labour 
systems took various forms in the British empire ; "Amerindian and negro 
Slavery in the Caribbean; Indian indentured or contract: laboür in thé 
Caribbean, Mauritius, Fiji and South Africa; Indian kangani‘ and maistry 
jabour і in ‘Burma, Ceylon ‘and Malaysia; and African ‘compound’ and 
“тезегуе” labour in South Africa." Forced labour was recruited through a 
variety of strategies, all necessitating intervention by the colonial state 
apparatus : heavy taxation, distribution through thé transformation 
of the lánd' tenure system, and infrastructural projects, especially 
railways. m i ' 
The major advantages of forced labour -were.its relative cheapness 
and docility. In some cases the unfree labour was found to be relatively 
less productive but as Taylor rightly points out, '^...this was offset by 
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extremely long working hours, low ground-rents, a high.availability of land 
and relatively cheap raw material" 2° On the whole, contrary 40. Max, 
Weber's suggestion that unfree labour, especially slavery, was incompatible 
with the rational calculability of capitalism, it can be argued that as one-of ' 
the factors of production unfree labour provided an added impetus to the 
early emergence of colonial capitalism. The evolution of progressively less 
coercive:and thereby more flexible forms of labour systems since slavery 
suggests the dynamic, efficient and economical ‘nature of these colonial 
labour processes. 

As pointed out earlier, the colonial economy was based not only:on . 
the European owned plantation and mining enterprises,but perhaps far 
more significantly on the oligopoly of the import-export trade, shipping and 
banking—all designed to serve the imperial interests. In order to extract 
maximum profits from the trade monopoly the imperial government іп. 
conjunction with its colonial counterparts heavily invested in such infrastru- 
ctural developments as railways, roads and communication networks, .: and 
irrigation facilities. According to one estimate, in the 50 years preceding 
the First World War, 69 per cent of the total British international invest; А 
ment went to the provision of social overhead capital, including 41 per cent ` 
on railways. “А further 12 per cent . . .went to mining and extractive indus: 
tries, but less than 4 per cent was channelled into manufacturing, „The 
remaining 15 рег cent; went into miscellaneous outlets, of which plantations 
must, “һауе been important." 940. : Consequently, there was considerable 
stimulation. of external trade, in countries of Asia and Africa, which export: 
ed mostly agricultural. products and.other raw -materials to Britain and 
imported 1 manufactured goods in return. 
abus The. overali effects of such preferred invesiment was that the colonia] 
economies could not be diversified towards self-sufficiency. and ‘autocen- 
trism’ , Profitable production and. export remained, confined. to one or, two 
items. Tn Guyana,, for. example,; throughout the., colonial period, sugar, "and 
sugar products were the single most important export items. Éven after 
independence, sugar, bauxite and. rice continue to comprise, ‘three-quarters 
of, the, total -export-value.™ In Kenya, іп 1930,. 72 per cent. of the total 
export-value was derived from three [major agricultural products—coffee, 
sisal and maize.” Similarly, since the colonial . days, Malaysian. exports 
have been mainly based;on. rubber and tin. In India as late, as its indepen; 
dence іп,1947, over three-quarters of the foreign capital “was invested i in 
such areas as. jute, tea, mining and. “shipping. Thus the. .developmént. of 
enclavist economies was characteristic of most of the colonial societies, 
Additionally, i in most of the, colonies, industrialisation was either discourag- 
ed or. remained minimal, thus further accentuating their dependent and 
peripheral economic character. 


4 


Class Formation and Race Relations Situations 
f Class formation in.colonial societies was dependent on the náturé of 


FN 
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production and the degree of penetration of the capitalist mode of produc- 
tion in different sectors of these economies. In mainly plantation and/or 
mining economies, classes crystallised around these forms of production. At 
least until the First World War such societies remained polarised between 
the plantation and mining ruling class on the one hand, and the working 
class on the other. Earlier we mentioned two important features of colonial 
plantation and mining enterprises : their more or less exclusive ownership : 
by the European bourgeoisie and/or expatriates, and their organisation 
around coercive labour systems. Asthe coercive labour systems: mostly 
involved non-white populations—native or immigrant—the relations of 
production in these sectors of colonial economy directly contributed to the 
emergence of a class structure which coincided with racial divisions.‘ The 
term plantocracy perhaps best sums up this ‘racial’ class structure and its 
dynamics, in which the ruling planting and mining class also had the 
support of top plantation management, colonial administration and 


_ judiciary officials, missionaries, church-controlled educators and merchant 


capital interests. 
Throughout the nineteenth century and at least until the First World 


War, the plantocracy reigned supreme in plantation societies. In Guyana, 


for example, the planters dominated in the Court 'of Policy, which form- 
ulated all local laws and ordinances and in the Combined Court, which 
voted the salaries of all government officials, including the judges. 
Similarly, planters' interests were dominant in the College of Electors which 
was based on extremely narrow franchise with property and literacy qualifiz 
cations. “In the articulation of their interests, planters were assisted by a 
declining but still valuable West Indian ргеѕепсе:іп the British Parliament 
in the latter part of the nineteenth century"./* Although in the final 
analysis there was no fundamental conflict between the planters and the 
imperial. state, when occasions of antagonism obtained on certain policy. 
matters, the former were usually successful in overriding the opposition of 
the Governor and the Colonial Office. 

' It'was-on the strength of such political power that the planters were 
able to create а surplus labour force—first slaves and then indentured: 
coolies—to work for their profitable enterprises. In the case of Guyana, 
for.éxample, Indian immigration did not decline even during the depression: 
of mid-1890s. This continued immigration after the 1880s: depressed the 
wages of Africans as well as Indians, and was an important reason for 
racial antagonism between these two working class fractions in Guyana. 

The dynamics of the racial class structure іп plantation societies are 
related to the character of the plantation as a “total institution" in which 
the social and industrial life of the workers was completely regimented.*? 
The working conditions were extremely harsh and ‘desertion often meant 
conviction under immigration and labour laws. The figures in the follow- 
ing table for the year 1907 show how extensively the criminal’ courts 
were used to enforce the rights of employers against their Jabourersin which’ 
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Guyana was the worst offender. 

The indentured labourers lived and worked under conditions approach- 
ing slavery. Indians avoided basic‘education provided оп the plantation by 
the missionary schools for fear that they would be converted to Christianity. 
They therefore had little chance of occupational mobility off the estáte. 
Although working class struggle often took the form of strikes and occa- 
gional riots over the issues of wages-cuts and excessive behaviour of the 
estate officials, the trade union movement was nowhere evident at least 
until the early 1920s. On the contrary, the working class remained divided 
along racial or ethnic lines for two important reasons : first, the existence 
ofa “split labour market" or wage disparities between Africans and 
Indians,“ and second, the differential freedom and legal rights of different 
class fractions. In the case of the Indian workers in the British colonies 
the two factors were super-imposed оп each other : Indians were not only 


0, 


- CONVICTION OF INDENTURED LABOURERS UNDER LABOUR ” zung 
Laws IN VARIOUS BRITISH COLONIES, 1907 


Number of Number of Percentage , 

Indentured Convictions ` Convicts 

‘Labourers . I 
OM. aT OP 
В: Guyana 9,784 2,019 . 20% ree 
Fiji,  . “ 10,181 2,019 42. 900 enat 
Trinidad | 11,506 ` ^ 71,869 v^ 7S 69A созе 795 
Jamaica 2,832 237 f ы Bu UENS 
Mauritius ' 47,000 m 1,492 3% : Ж ii 


ына W. Rodney, 4 History of the Guyanese People, 1881- 1905, otn Hopkiis 
' University Press, Baltimore and London, 1981, p. 41. EC 

the lowest paid workers; as indentured labourers their social status was low 
éven.in the eyes of former slaves. ЖЕТІ 
P^ Тһе ѕо-саПеа “middleman minorities’ >. —indigenous . or immigraiit— 
owed their existence'and strength to the comely орон: sector of the 
colonial economy. ' , Ы 
The expansion of the home market, the export of agricultural com- 
s: modities and goods from the national capitalist sector, and the 
Ü distribution of imported commodities, all provide a basis for a rapid 
increase in the circulation of commodities, for an economic Sstreng- 

- thening of the role of the merchant class. (ng 
Two regions to which Indians immigrated in significant. numbers as petty 
bourgeoisie and played a role in the colonial economy were South 
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Africa and East Africa. But here they soon began to face competition 
from their European counterparts, a. precursor to antagonistic relations in 
‘Africa. The: Europeans and the Indians adopted various tactics of undercut- 
ting eách other. Whereas Europeans generally relied on thé favours of the 
colonial government in terms of tax-relief, licensing; credits, etc., Indians 
turned to their ówn ethnic resourc s and habits such as working long 
hours, using business premises as residential units, hiring Indians as shop 
assistants, selling goods for low profits, and aspiring to lower living stan- 
dards.: Indians were generally successful in undercutting European business. 
Consequently, European resentment against Indians found expression in an 
exclusionary policy:on the one hand; and the spread of racial prejudices 
and stereotypes on the other. Indian coolie immigrants. were generally, the 
source of these'racial stereotypes. which were indiscriminately used 
against Indian traders.. . MED : V E 
942% 3The'exclusionary policy was justified. on the ground that the Indian 
trading interests were contradictory to the native as well as to European 
interests and that the natives ought to be protected from such unfair'com- 
petition. Competition in trading practices was not, however, the only 
factor behind the exclusionary policy. Europeans wanted to keep intact the 
structure of privilege they had built around themselves, which included 
political'dominance, a discriminatory legal system, and preferential sociál 
services-—-all geared to their economic interest.?! Additionally, the Indians’ 
claim to equality and electoral representation was seen as a threat to the 
goal of self-government for the European settlers who were outnumbered 
‘by-the Indians from the very beginning. SU 
The exclusionary policy against Indians in géneral and Indian traders 
in particular can aptly be summed up in the British attitude towards 
Indians as “separate and unequal’’.®? While Indian labourers were welcom- 
‘ed to the British colonies, Indian traders were denied equal treatment vis- 
:a-vis European settlers regarding immigration, land ownership, electoral 
'representation; and ' trading licensing. Thus during most of the colonial 
period in Kenya:and South Africa, these issues in addition to the segrega- 
tion "policy remained: at the core of the so-called “Indian question". 
Similarly, in the Federated Malay States, Chinese as well as Indians wete 
-denied equal citizenship rights vis-a-vis Malays. Those who protested the 
government's policy were subjected to deportation.? In South Africa, 
-until 1960 Indians. were accustomed to being treated as aliens and efforts 
“were made to repatriate them. - Рк 
In the inter-war period, as the colonial economy expanded’ and 
diversified and educational facilities improved, the natives in the colonies 
‘began-to’join the ranks of the middle classes as merchants and traders, teac- 
‘hers, clerks; lawyers, doctors and other professionals. Although Indians 
‘certainly benefited from economic development in the colonies in terms of 
-the increased business and other employment opportunities, thanks to the 
-colonial policy of ‘restriction and segregation, their position as a middle 


16 SOCIAL SCIENTIST 


class segment and particularly as the commercial petty bourgeoisie basically 
remained unaltered. In contrast, the European petty bourgeoisie 'trans- 
formed itself into a grand bourgeoisie. This changing class composition of 
‘colonial societies was to define and determine the situation of race relations 
jn the post-colonial period. 

After the Second World War and especially Тірі India's 
-independence, the Indian government regarded overseas Indians as foreign 
-nationals55 Indian claim to equality vis-a-vis Europeans in different 
colonies had been already quashed by the imperial as well as various 
‘colonial governments. Now they had lost the support of the Indian 
“government. as. well. Simuitaneously, overseas Indians were faced with 
:emergent nationalism in different colonies. 

42-2 The political role of overseas Indians in the national independeios 
movements in various colonies was generally dependent on their demogra-. 
:phic strength as well as their class situation. Thus in colonies where they 
‘were. in the majority or near-majority (e.g., Fiji, Guyana, Mauritius, 
"Trinidad),the Indians played ап activé part in politics with a hope that : 
they would be able to share political power after independence. In colonies 
‘where Indians constituted a tiny minority (e.g., the East African countries), 
their role was extremely limited and ambivalent.” Perbaps the main reason . 
ifor this was that spurning colonialism was against the interests -of the 
Indian petty bourgeoisie which dominated the Indian community. In the 
post-independence period, this political ambivalence, interpreted as *cock- 
tail: integration" оп the part of Indians, was used against them as an 
ideological element in the intra-class conflict between the Indian petty 
Bourgecisie and its African counterpart. 


NT 


"Past-Colonial ‘Derivaities and Race Relations Situations 


-.. Post-colonial formations do not necessarily represent breaks іп. their. 
metropolitan links.. This is particularly true at the economic level where 
the national bourgeoisie has entered into an alliance with the imperial 
-firms or multinational corporations for continued capital accumulation. 
"This reality in ses current .Third World countries is often described as 
*‘neo-colonialism” or “dependent neo-colonialism”.® The Stage for ап 
-alliance of nacre а capital was set during the national indepen- 
dence. movement and subsequent power transfer. Independence was granted 
to that party ога coalition of parties in the colonies which stood: for 
preserving the metropolitan economic interests intact. In Kenya, for example 
it- was observed : 


"fte абенов from colonialism to neo-colonialism was: a planned 
_, one, aimed. at preserving the greater part of the monopolistic colonial 
economic structure in the interests of large-scale commercial, financial 
..: and estate capital by coming to terms with those leaders in the nation- 
.5.' alistmovement—a majority--who represented the new petty-bour- 
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exàmples of state-sponsored ideologies through which the ruling class соћ- 
solidates its power-base and its economic interests. Instead of removing 
contradictions from post-colonial societies, such policies usually generate 
further contradictions in terms of woking class repression and/or racial 
and ethnic conflict. . 
Within the parameters of post-colonial formations, the race relations 
situations of overseas Indian communities have the same generic source as 
in the colonial period, that is, their labour status in the plantation econo- · 
mies and their powerless petty bourgeoisie status in other societies. 
Therace relations situations of Indians in post-colonial societies 
based mainly оп export-led plantation and mining economies arise from 
the fact that such economies, in spite of some changes, tend to foster а 
rigid socio-economic structure that inhibits balanced economic growth. 
According to Beckford, foreign ownership of plantations which drains the ’ 
supply of investible funds from other sectors of the economy creates à 
situation in which the planters and associated classes enjoy excessive power 
that-is exercised more in the interest of the small dominant class than in 
that of the society as a whole.™ ‘ : 
Additionally, rapid population growth and labour displacement from 
plantations as a result of increased mechanisation have caused estate work- 
forces to migrate to urban areas and join the ranks of the unemployed and 
underemployed. The resultant competition for scarce resources between 
different ethnic/racial groups in urban areas becomes the major source of 
communal tension. In Guyana, the race riots in the early 1960s between: 
Indians and blacks occurred partly for these reasons. Similarly; in Malaysia 
the 1969 race riots between the economically dominant Chinese and impo-: 
verished though politically dominant Malays followed a similar course. As 
far as Indian rubber estate workers in Malaysia were concerned, they suffer- 
ed from racial as. well as class exploitation. “For them, Alliance rule 
(which represents mainly the rule of Malay bourgeoisie) meant the mainte- 
nance of the colonial economic structure, draconian labour laws, 
insufficient jobs and low wages" — ^ 
. .: Race relations situations of the “middleman minority" type, earlier 
conceptualised as a petty bourgeois class segment, can be explained in 
terms of the intra-class conflict in the petty bourgeoisie. Already entrench- 
ed іп the economy: since the colonial days, the ‘alien’ petty bourgeoisie 
provide tough competition to the economically still weak but politically . 
now dominant native petty bourgeoisie. The latter therefore can compete. 
more.successfully in the political and ideological field than in the economic. 
The “middleman minority” is seen as one of the last vestiges of colonialism, 
Its economic and political role in the colonial period is questioned. Its class. 
solidarity and "ethnic separateness" is interpreted as its unwillingness 
to.integrate in the national rnainstream. These factors as well as the con- 
tradictions of the colonial/post-colonial economy whereby the benefits of 
economic development accrue only to the rich, while the masses—especially 
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tinorganiscd workers, small peasantry ‘and urban lumpenproletariat—con- 
tinue to remain economically disadvantaged, compel the ruling class to 
adopt certain discriminatory economic policies- (е.р., licensing) directed 
against the middleman minority. 

This intra-class conflict in the petty bourgeoisie and its consequence 
for the emergence of race relations is well illustrated in the following бош- 
parative account of hostility against Indonesian Chinese and East African 


‘Indians : 


But significantly it was not until 1900 that the Chinese in Indonesia 
became victims of racial tensions. Why was it so ? One theory has it 
that it was then that the indigenous Indonesian'petty bourgeoisie were 
beginning to emerge, and they found that their best strategy to power 
and wealth was to incite mass riots against the Chinese tradesman in 
order to make way for themselves. This theory is reinforced by the 
experience of the Asians in East Africa. The first major anti-Asian 
trade boycott took place in Uganda іп 1959, and it was led by the 
aspiring Buganada businessman, Augustine Kamya. Predictably it was 
the emerging Baganda petty bourgeoisie that benefited from the boy- 
cott, for in the seven months that it lasted, they took over small trad- 
ing centres and transport services from Asians . . . Typically, the petty 
bourgeoisie was rising up on the backs of the workers and the 
peasants.” ME E. 


In the case of Uganda this intra-class conflict bctween the native and 
foreign petty bourgeois class fractions eventually resulted in the 


;-expulsion of all the 50,000 Indians in 1972.9 In the post-independence 


^ 


period, Indians in Kenya were also subjected to similar pressures of 
Africanisation, except of course the extreme measure of expulsion. Follow- 
ing the passage оҒ the 1967 Immigration and Trades Licensing Acts, the 
Indians were required to give way to Africans in the civil services and 
commercial activities.9? Consequently, the Indians, devoid of political 
power, resisted Africanisation by increasingly resorting to tactics that 
would amount to “economic sabotage”. These tactics included the. illegal 
transfer of assets abroad, bribery and corruption and self-emigration. 
According to Kenya census figures, between 1962 and 1979 the Indian 
population ‘declined mainly by emigration by about 100,000. That most of 
these emigrants, like the Ugandan refugees, migrated to Britain and other 
western countries belies the notion that the Indians in East Africa were 
"sojourners" or that they had extraordinary attachment to India. The 
fact of the matter is that the majority of the so-called “middleman mino- 
rity” Indians belong to sections of the commercial petty and/or compra- 
dor bourgeoisie and as such their behaviour is dictated more by their class 
interest than by their ethnic/racial predisposition. 

Tosum up, unlike pluralism and the middleman minority theory 
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which emphasise cultural and political determinism as key factors in. race 
relations. situations of overseas Indians, the class approach more fully 
illuminates the ideological as well as economic sources of antagonism 
against thém. Such an approach takes into account the wider parameters 
of, race relations situations, namely, colonialism and capitalism which 
provided the conditions for both the emigration of Indians and their 
incorporation into colonial social formations as segments of the proletariat 
and petty bourgeoisie. 
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К.С. SURI* 


The Agrarian Question in India during the National 
i Movement, 1885-1947 


AGRARIAN struggles in India in the pre-independence period were а 
part.of the freedom struggle. They were essentially anti-feudal and anti- 
imperialist. They were aimed against the British encroachment of rights 
‘on land, enhancement of . revenue rates, statutory landlordism, and at 
ensuring better wages and service conditions. The central issue of the 
national movement was the agrarian question and the central issue of the 


. agrarian question was the peasants’ right to land and labour. 


Тһе paper discusses the two divergent approaches of the Indian 
National Congress and the Communists regarding the agrarian and peasant 
question during the national movement. The basis and framework of the 
approaches of the Congress and the Communists were laid down during the 
Rational movement itself. The’ main question of the period was whether 
the ‘agrarian problem would be solved under bourgeois leadership іп а 
reformist and compromising way or under the leadership of the working 
class and peasantry by the complete abolition of feudal and semi-feudal 
land relations. 

The Congress, in the initial years, maintained that land revenue under 
the British government was becoming as oppressive as in pre-British India. 
It opposed any further revenue enhancement. Congress leaders pleaded 
for permanent rights of ownership of Jand and permanent settlement of the 
land revenue demand of the government upon the peasant. M.G. Ranade, 
one of the foremost leaders of the infant Congress said, "the magic of 
property and of free institutions" would work “wonderful changes in 
agriculture, since these two assurances would make the peasant effect 
permanent improvements on his land by saving 7nd investing money 


-into it and using scientific methods to increase production".! The Congress 


passed resolutions in its annual conferences urging the government to take 
measures to give fixity and permanency to the land revenue demand and 
thus permit capital and labour to combine to develop the agriculture of the 
country. It also pleaded for the establishment of agricultural banks. In 
almost all the subsequent conferences the Congress reiterated the same plea. 
*Department of Political Science and Public Administration, Nagarjuna University, 
Nagarjunanagar, A.P. Í > 
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for ‘permanent settlement’, which meant different things to different 
Congressmen at different stages.? 

The Congress repeatedly expressed its deep concern and alarm over 
the government’s attempts to undo permanent settlements. The resolution 
on land revenue at the Lahore session (1893), moved by Peter Paul Pillai, a 
representative of the Madras Landholders’ Association, stated: 


This Congress desires to call attention to the profound alarm which 
has been created by the action of government in interfering with the 
existing Permanent Settlement in Bengal and Bihar (in matters of . 
survey and other cases) and with the terms of the sanads of the perma- ~ - 
_ nently settled estates in Madras, and deeming such tampering with 
- , solemn public pledges, no matter under what pretences, a national 
TN calamity, hereby pledges itself to oppose, in ‘all possible legitimate 
ә. Ways, any and all such reactionary attacks on Permanent Settlements 
.and.their holders. — 


In its tenth session at Madras (1894) Congress regretted that the n 
Indian government. had failed to carry out the pledges for: permanent ` 


settlement in the provinces where it did not exist. It requested the, govern- А 


ment to grant immunity from enhancement of land tax fora sufficiently . 
long period of not lessthan sixty years so as to secure to landholders the full 
-benefits of their own improvements! R.C. Dutt, the well-known economic 
historian and President of Congress in 1899, argued that in the settlement 
and survey operations, the real position of the cultivator was lost sight. of 
and rules were introduced, to secure an increase of land revenue without an 
adequate consideration of the rights of the cultivator. The cultivator ‘was 
subjected to.revenue enhancement at each recurring settlement, “and has’ 
been reduced to a state of poverty and ‘indebtedness which makes him 82, - 
easy prey. to famines in years of bad harvests.” 


Agricultural Indebtedness’ 


Regarding agricultural indebtedness the Congress felt that the indebted-. 
ness of the agriculturist classes arises partly from their ignorance and partly 
from the application of too rigid a system of fixed revenue assessments, The 
Congress at its eleventh session at Poona (1895), however, resolved that 

“any proposal to restrict the right to private alienation of lands by legis- 
lation as a remedy for the relief of agricultural indebtedness will be a most 
retrograde measure, and will, in its distant consequences, not only chcek 
improvement. but reduce the agricultural population to a condition of still 
greater helplessness." It was on this basis that the Congress leaders 
opposed the Panjab Land Alienation Bill (1900) which was aimed at 
restricting the transfer of land from peasants to moneylenders. 

The Congress by 1911 made a change in the nature and content of its 
demand for permanent settlement, It stated that “а reasonable and 
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definite limitation to the demand of the State on land and the introduction 
of a permanent settlement directly between the government and holders 
of land in ryotwari areas, or a settlement fora period of not less that 60 
yearsin those provinces where short periodical settlements or revisions 
prevail, will, in the opinion of this Congress, substantially help in amelio- 
rating the present unsatisfactory condition of the agricultural popula- 
tion."'$ ; 


Оттайану Position 


, The basic contradictions in T a position a are : 
= (i) While demanding the permanency of land revenue, Congress 
ionored the same right to the peasants inthe zamindari area. Congress 
saw the extension of permanent scttlement as a boon for the Indian far- 
mers. They did not seek to benefit the cultivators by demanding rights on 
land and fixed land revenue demand for him, but a permanent fixation of 
- revenue demand over the estates." The Congress leaders were not unaware 


`- of the fact that though the zamindars were expected to fix permanently 


their demand on the peasants because the peshkash (amount payable by the 
zamindars to the government) was fixed permanently, they were periodi- 
cally increasing the rents leading to terrible oppression, impoverishment 
and general backwardness, especially among the lower rungs of the peasan- 
try? But the Congress leaders precisely attempted to separate these two 
issues, viz; fixing the peshkash and shist or rent payable by the peasant 
permanently ‘Such a policy was later adhered to by A and some 
other Congress leaders. 

(ii) While asking for proprietary rights for the Suits the Congress 
failed to extend it to the actual tillers of ‘soil, particularly under the big 
landlords:in the ryotwari areas and zamindars and other feudal owners in 
permanently settled estates. 

One reason for sucha stand of the Congress was that the landlords 
in ryotwari areas were, in fact, the articulators of peasants’ interests where 
cominercialisation of agriculture was increasingly taking place and agricul- 
ture, in terms ‘of irrigation facilities, yields, etc., was developing. On the 
other side the zamindars" hold on the peasantry was still strong, peasants 
were loyal and obedient to the zamindars and the zamindars were financing 
or actively associating themselves with the Congress. Thus the compromise 
with the feudal landlords and the inability to completely oppose the alien 
rulers remained the basic weakness of the nationalist movement headed by 
the Congress party. This was due to the fact that the rising national bour- 
geoisie which headed the nationalist movement had compromised its own in- 
terests with foreign rulers, the feudal princes, big landlords and the heads of 
caste; communal, tribal and other pre-capitalist institutions. The Indian 
ruling classes, writes E.M.S. Namboodiribad, were “primarily interested in 
developing the economy, polity and the socio-cultural life of India along 
capitalist lines, wanted to continue the process initiated under the British 
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rule, develop capitalism without shattering the feudal and pre-capitalist 
institutions at the base and enlist the services of the dominant classes and 
strata of pre-capitalist society."? 


THE CONGRESS AND THE PEASANTRY 
From the beginning of the present century, peasant conferences 

weré held on problems like high taxes, rent remissions, enhancement of 
revenue rates, irrigation and drainage facilities and water rates, and pro- 
posals were made for the formation of peasant associations. District and 
provincial conferences discussed and passed resolutions on several pro- 
blems:of the: peasants. While the ‘moderate’ leadership of the Congress 
party was unable to involve what they considered to be the illiterate and 
backward masses in the national movement and the ‘extremist’ leadership 
sought to mobilise them on revivalistic and communal grounds, Gandhiji, 
for the first time, was successfulin enlisting the support of the peasants, 
through his tactics of non-violent non-cooperation, carried out initially 
in Champaran (1917) and Kheda (1918) by organising them to highlight. 
their grievances against the colonial rule and British planters. Studies on 
Champaran -noted that Gandhiji used the peasant upsurge as.a weapon 
to draw out concessions from the colonial administration while attempting 
to provide .some solace to the oppressed peasantry within the existing 
administrative framework.’® Research оп the Kheda agitation tells us that 
Gandhian politics, by, taking up the issue of reduction in land revenue 
` demand, could bring the land owning peasantry into the national move- 
ment and that his stress on non-violence suited the rich peasantry well. 
The appeal of non-violence lay in its attempts to wrest some concessions 
without disturbing the maintenance of ‘law and order’ at all times, i.e., 
perpetuating the domination of the property owners over the poor and 
exploited. 


Non-Cooperation and the No-Tax Campaign 

As the peasantry was seething with discontent against the ruthless 
exploitation -of the Britishers, the Congress in concert with the feudal 
nobility had stepped into channelise and control their activities. Though 
it did not hold out any radical promises, the very call of non-cooperation, 
given at the Calcutta session (September 1920), released the peasants from 
their age-old resignation. But when the peasant leaders in the Oudh region 
asked the peasantry to stop payment of illegal cesses and start cultivation 
of seri ог khudkasht (zamindar's farms ) land, it caused concern among 
the national leaders, including Gandhiji, Motilal and Jawaharlal Nehru, 
^or they were ready only to oppose the British government? Thus 
Gandhiji wrote in May 1921, making sufficiently clear the Congress under- 
standing of the peasant movement : 


Тһе kisan movement has received ал impetus from non-cooperation 
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but it is anterior to and independent of it. While we will not hesitate 
to.advise the kisans when the moment comes to suspend payment 
of taxes to the government, it is not contemplated that at any stage 
of non-cooperation we would seek to deprive the zamindars of their 
rent. The kisan movement must be confined to the improvement of 
the status of the kisans and the betterment of relations between the 
zamindars and them. The kisans must be advised scrupulously to 
abide by the terms of their agreement with the zamindars, whether 
such agreement is written or inferred from custom. Where a custom 
or even a written contract is bad, they may not try to uproot it by 
violence without previous reference to the zamindars. In every case 
there should be a friendly discussion with the zamindars and an at- 
tempt made to arrive at a settlement.? 


Constitutionalism 

Gandhiji also wanted to keep the masses under strict constitutiona- 
lism. He wanted to conduct peasant agitations only under the supervision 
of the leaders who could control mass outbursts against feudalism and 
colonialism. Since he feared that an uncontrolled, widespread peasant 
upsurge would: end. in chaos and defeat,he wanted to organise peasant 
protest іп ai rather symbolic manner ; to localise and confine it to limited 
and selected areas. Thus he sent strong instructions to the Andhra Con- 
gressCommittee to-call off the Pedanandipadu (Guntur district, A.P.) 
notax campaign, which was peacefully conducted and achieved almost 
complete success by the time it was called off on February 10, 1922, saying 
that such. campaigns. elsewhere would detract his attention from Bardoli. 
At the;state level, the Congress leadership was double minded in leading 
the.peasants.4 

With the Chauri-Chaura incident Gandhiji had abandoned plans to 
Jaunch.a.no-tax campaign іп Bardoli and called off the non-cooperation 
movement, It was.argued.that it was necessary to restrain the angry mass, 
when: it, was.far from organised and the opponent was much stronger. One 
may not. question the:wisdom of the CWC and Gandhi in withdrawing the 
movement for it might have been their belief that any acquiescence when 
the people go violent would make the movement “‘bound to be unsuccess- 
ful". One сап, however, discern the class outlook of the Congress leaders 
and. the. purposes. for which they wanted to harness the peasant unrest, 
from their outright condemnations of the peasants, who spontaneously 
reacted,in.a violent way under extreme suppression and provocation by the 
agencies of the imperialist government, with terms like ‘murderers’, *hooli- 
gans’, and descriptions of their actions as ‘deadly poison’. Resolutions 
were, passed, in extreme haste, rendering sympathies to the police and 
assuring: the zamindars about the Congress’s commitment to the mainte- 
nance of property rights of the feudal overlords.9 Such an attitude shows 
thatthe Congress would not encourage any actions on. the part of the 
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peasants and workers, that defies ‘law and order’ in a radical manner and 
threatens in future the interests of the landlords and employers of labour 
and would make the task of the Congress to maintain order difficult. It 
desired a smooth transfer of power from the alien rulers, not any upheaval 
by the peasant masses, oppressed for generations. under exorbitant land 
rents and innumerable kinds of feudal dues, shattering the decomposing 
feudal order and completely breaking away from the imperialist social and 
political framework. : 


The 1920s 


Between 1922-28 there were few peasant struggles, possibly due to 
the absence of leadership and the relatively high prices for agricultural 
products until 1929-30," though attempts were made to form ryot 
associations in both the zamindari and ryotwari regions in Andhra, U.P., 
Bihar and other states. Meanwhile, the Swarajya Party was formed to 
continue the anti-British struggle in the legislatures. It recognised the 
need to organise the mass of the Indian peasants to fight for freedom, but 
advocated avoidance of any class conflict. C.R. Das, in his speech at Gaya 
Congress (1922) cautioned that if the Congress did not take up the work 
**you may expect to find organisations set up in the country by labourers 
and peasants . . . which will inevitably bring within the arena of the peace- 
ful revolution, class struggles and the war of special interests. If the object 
of the Congress be to avoid that disgraceful issue let us take labour and 
peasantry in hand". The manifesto issued by the Swarajya Party on: the 
eve of 1923 elections assured justice to both the landlord and the tenant. 
Itsays: “Tt is true that the party stands for justice to the tenant, but 
poor indeed will be the quality of the justice if it involves any injustice to 
the landlord". Swarajists also opposed in legislatures the bills brought 
by the government for the partial protection of the tenants and indebted 
ryots.? The Congress and Swarajist leaders rather insisted upon pro- 
grammes of village reconstruction and other constructive activities includ- 
ing eradication of untouchability, upliftment of depressed castes, opening 
of schools, etc. They were all based on the principles of philanthropy and 
social harmony. Bo 
Articulating a Class Position 

Leaders who headed the Congress peasant movement had more sym- 
pathies and class affinities with the landlords than the toiling masses. They 
often pronounced the concept of class struggle as alien and unsuited to 
Indian history and society, that it was imported from Europe and that 
there was no such thing like class struggle going on in India. They dis- 
couraged the formation of any separate, independent, and class-conscious 
peasants’ organisation on the plea that the Congress was itself a mass 
organisation daily ministering to the needs of peasants.24 At the Gauhati 
session of the Indian National Congress, Motilal Nehru, replying to the 
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amendment to the official resolution (“work in the country’) that the 
Congress was to side with the peasants when a conflict arose between them 
and the zamindars, said that the Congress was ‘not a socialist party’. 
J.M. Sengupta, the leader of the Bengal Swarajists, made it further clear by 
saying that the “party includes many zamindars and that without the help 
of the zamindars,so many men of their party would certainly never be 
able to enter the council, so they could by no means help the peasants 
going against the zamindars".? At a time when the right to vote in the 
elections to the parliamentary bodies was determined by high property 
qualifications, Congress politics and policies had invariably hovered around 
these segments of Indian society. When the amendment was passed in the 
Subjects Committee it created a furore in the Congress high command 
and the meeting was adjourned. The next day Gandhiji intervened in the 
morning session and got the resolution reopened and rejected. Commenting 
on this Muzaffar Ahmed, one of the founders of the Communist movement 
‘in India, wrote in 1927 that by rejecting the plea that it should stand for the 
peasantry, the Congress leaders were admitting that theirs was not a party 
of the masses, but a party of capitalists, merchants and landlords, which 
nevertheless wanted to use the masses, whenever required, under their con- 
trol, for their own class benefit. In 1929, -the constitution prepared by 
Motilal Nehru provided safeguards for the landlords’ rights. It stated: 
“All titles to private and personal property lawfully acquired and enjoyed 
at the establishment of Commonwealth are hereby guaranteed”. Тһе 
eleven-points demand published by Gandhiji, before launching civil dis- 
obedience, also confirmed the assurance made in the Motilal Nehru report. 


The Second Wave В 


The second wave of the peasant movement began with the call for 
civil disobedience, including the non-payment of taxes, given after the 
Lahore Congress (December, 1929). From this time the peasant movement 
in India never looked back and marched ahead first under Congress 
Socialism and later with the strength of Marxism-Leninism. A year before, 
Vallabhbhai Patel, under the guidance of Gandhiji, led а revenue satya- 
graha in Bardoli in 1928 against the recommendations of a revenue 
revision survey for. enhancement of revenue rates. This had some impact 

. elsewhere, as reflected in the Anti-Resettlement Campaign in the Godavari 
and Krishna districts of Andhra and also in pessant agitations in U.P. 
and Karnataka. Here also the Congress approach was to confine the agi-. 
tations to limited areas and to limit the Congress role to that of ‘helping’ the 
ryots in their agitation.” Though Gandhiji commended the Bardoli satya- 
graha as an example of Congress power, he opposed the move in early 1930s: 
to launch no-revenue campaigns on a vast scale. In the face of this reluctance 
of the leadership it was the peasants' initiative which forced the. Congress 


to give approval, after Gandhiji had been jailed in СК 1930, to дын 
land revenue satyagrahas." . 
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The Depression Years 

The contradiction between the zamindars on the one hand and the 
peasantry along with the tenants and agricultural labourers on the other 
became clear with the onset of the Depression іп 1930-31, as the burden 
of rents, coercive methods of rent collection and the tyrannical acts stran- 
gulating the democratic aspirations of the people became unbearable. In 
the ryotwari areas also not only was the actual burden of revenue more 
than doubled compared to the years 1920-29, but the threat of enhance- 
ment was also hanging over their heads. There stood two antagoni- 
stic forces facing each other, one disintegrating and the other ascending— 
imperialism in alliance with feudal zamindars and big landlords on the 
one side and the vast masses of the rural population on the’ other. 

This had induced some fresh thinking on the agrarian front among 
the Congress leaders. The policy of peaceful elimination of the zamindari 
through legislative action and extending support to the peasant demands 
to expand its base among the landowning sections of the rural population 
began to take shape. The Karachi Congress met soon after the Gandhi- 
Irwin Pact (March 1931), which ignored one of the chief demands of the 
Civil Disobedience Movement--that the land revenue be halved. It adopted 
a resolution on fundamental rights, moved by Gandhiji himself, incorpo- 
rating certain demands of the peasants : 


Substantial reduction in agricultural rent or revenue paid by the 
peasantry and incase of uneconomic holdings exemption from rent’ 
for such period as may be necessary, relief being given to small 
zamindars wherever necessary by reason of such reduction. 


Imposition of a progressive income-tax on agricultural incomes above 
a fixed minimum. 
Control. of usury—direct or indirect.?? 


Thus we see а change іп: ће approach of the Congress towards the: 
péasant question duringithe Depression years. Such a change was also due 
to tlie emergence-of Peasants and Workers’ Parties іп 1927-28 and: the 
formation of independent peasant associations voicing the democratic. 
demands of the peasants. Jawaharlal Nehru and other ‘leftist? Congressmen. 
felt that the Congress hold over the peasant masses would be weakened if-it 
failed to voice their demands which: had already found’ expression in the: 
agrarian programmes of the CSP and the independent peasant organisa- 
tion—All India Kisan Sabha (formed on April 11, 1936), which were in itself 
a demonstration of the growing importance and political consciousness of 
the peasants in the national movement. This became a major source of 
difference between.the ‘rightist? or moderate section and the ‘leftist? or 
‘radical’ section of the Congress leadership. The former was opposed to the 
organisation of the peasants in independent and class-based associations since 
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they thought that the peasants should express their problems through tlie 
{Congress alone, and that the peasants’ strength grows only when the 
Congress'strength grows. They also rejected any such class basis of the 
national movement which, according to them, ‘required the support of all 
classes of Indian society; and if at all some peasant organisations were to 
function they should be subordinated to the Congress. 


“Left-Wing” Perspective 
_ Тһе other section regarded the zamindars and feudal landlords as а 
class destined to doom, while it saw the emerging peasant classes—the 
landowing rich peasants and new type landlords—as the ones that would be 
dominant. These leaders wanted to safely secure the Congress base among 
these emerging classes. They also. knew: that the zamindars and the big 
landlords as a class were the pillars of shaking British imperialism and if 
the Congress did not take up peasant demands, the peasants, who were 
already dissatisfied with Congress neutrality between the zamindars and 
tenants, might go over to the side of revolutionary organisations, which 
was quite possible in a world where the working class had overthrown the 
bourgeois-landlord state order and democratic revolutionary’ movements 
were marching ahead in the colonial and backward countries. Thus the 
tone and essence of Nehru's presidential address at the Lucknow session 
(April 1936) was that the Congress which in the 1920s took a new and 
long step towards finding its roots in the vast masses, later lost touch with 
the masses politically and as an organisation and was deprived of the life 
giving energy that flows from them ; Congress leaders were hesitant to také 
а step which might frighten some vested interests, who anyhow had ranged 
against the party. The major problem of India was that of land and the 
thoroughly out-of-date land system. The country was crying aloud for 
radical and fundamental change. If the Congress remains static and com- 
placent, the Indian masses would continue their march, under others’ 
leadership, towards their inevitable goal. As a remedy he suggested that the 
Congress "should organise peasant unions and then affiliate such organisa- 

tions to the Congress. 23 
Thus if Gandhiji earlier strengthened the Congress by mobilising the 
peasantry for the fulfilment of the" Congress objective without unleashing 
its real force and controlling it in a way thatit did not outgrow the 
? limited bourgeois-reformist and constitutional approach of the Congress 
Party, Nehru wenta stepfurther in realising the need to transform the 
Obsolete feudal relations іп a reformist way and to rear the new classes in 

rural society without antagonising the zamindars and feudal landlords. 

` Jawaharlal Nehru who participated in the deliberations of the first 
AIKS Conference and also presided over both the Lucknow (April 1936) 
and Faizpur (December 1936) sessions of the. Congress, was instrumental 
in making the Congress adopt some of the demands raised by the AIKS. 
The high-sounding resolution of the Lucknow Congress declared that “the 
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most important and urgent problem of the country is the apalling poverty 
due to antiquated and repressive land tenure and revenue systems and 
intensified in recent years by the great slump in prices of agricultural pro- 


' duce.: The final solution of this problem inevitably involves the removal of . 


British. imperialist exploitation, a thorough change of the land tenure and 
revenue system, . ."39 


The Faizpur session adopted an agrarian programme which was con- · 


sidered to be a progressive опе at that time. It suggested several steps to 
give immediate relief to the peasantry from the intolerable burdens impo- 
sed by the deepening crisis. They were : (1) rent and revenue should be 
readjusted and there should be substantial reduction in both ; (2) all feudal 
dues and levies and forced labour should be abolished and demands other 
than rent should be made illegal; (3) fixity of tenure should be provided; 
(4).the crushing burden of rural debt should be removed; (5) there should 
be a statutory provision for securing a living wage and suitable working 
conditions for the agricultural labourers; (6) peasants' unions should be 
recognised.?' f 


Inevitable Conflict 
. The Congress agrarian programme and its ‘election manifesto’ 
(August 1936) expectedly played a vital role in securing the wide support 
of the peasantry in the elections for provincial legislatures in 1937. But 
once the Congress came into power a conflict arose between the theoretic- 
ally radical programme and the unwillingness of the Congress leadership to 
implement it; between peasants’ expectations and Congress commitment to 
the landlords’ interests. Thus the conflict between the peasant movement 
: led by the AIKS and the Congress, in which landlords and zamindars were 
“а powerful group and the Congress ministries, which included many 
leaders who were not keen about giving effect to the Congress agrarian 
programme or its election manifesto, became a conflict between two dist- 
inct.class ideologies. 
77 Studies on the agrarian policies of the Congress ministries showed 
that they failed to carry out the agrarian programme on which they 
were .elected to the legistative bodies. Crane says that this failure was 
due to different pressures operating on the Congress and undue concern 
for legalisms and for the rights of zamindars.? According to Hauser the 
Congress tried to achieve some degree of agrarian reform and tenancy laws 
in compromise with the zamindars and landlords?? Low writes that the 
Congress, having seized the levers of provincial power, found the land 
revenue arrangement satisfactory, which it left essentially intact.4 The 
Congress party came out with proposals to pay ‘equitable’ compensation to 
the zamindars for taking away their right to collect rent and for the peace- 
fulconversion of the zamindari into ryotwari without jeopardising thé 
zamindars' status. E З i í 
When the Kisan: Sabha mobilised peasants for thë immediate aboli- 
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tion of zamindari, reduction of land revenue; .rent and water rates and 
liquidation of debts, the Congress grew more and more hostile to Kisan 
‘Sabha: Congress ministries in several provinces had ‘unleashed a représsive 
:policy against the peasant movement when a series of struggles broke out 
against feudal oppression, especially, in Bihar and Andhra. At the Haripura 
session (February 1938), the Congress passed a lengthy resolution on 
Kisan Sabhas’’ stating that the Congress “will not countenance апу of the 
„activities of those Congressmen who as members of the Kisan Sabha help 
‘in creating an‘atmosphere hostile to Congress principles and policy”. А 
résolution was later passed by the CWC (moved in Мау 1939 by Patel) 
-prohibiting the Congressmen from offering or, organising any form of 
- rsatyagraha in the Congress administered provinces without prior sanction 
‘of the PCC сопсегпей,% The Congress thus deprived the peasants who 
ijoined it of their fundamental right to resort to peaceful satyagraha for the 
protection of their just and legitimate rights without enjoining on the 
Congress governments and the Congress committees to secure their just 
rights to the peasants. 


Congress Policy in Practice 


The Congress in its election manifesto for the 1946 денов аа: 
“Тһе reforms of the land system, which is so urgently needed in India, 
involves the removal of intermediaries between the peasant and the state. 
The rights of such intermediaries should therefore be acquired on payment 
"of:equitable compensation’’.*” There was nothing praiseworthy in the above 
'formulation. of the need to abolish -zamindari, jagirdari and other 
such feudal systems of land relations. In Ғасі, zamindars themselves, for 
.example in the Madras Presidency, drew up a plan for the abolition of the 
zamindari system. The only difference that existed between the ; zamindars 
"and the Congress was on the quantum ánd mode of compensation. . These 
-feudal overlords were well aware that they had to go under the pressure of 
growing capitalist relations and militant mass peasant movements. They 
were clever enough to obtain most favourable conditions from the friendly 
‘Congress either to.ensure a dignified exit or to metamorphose into modern 
landlords, industrialists, financiers, and so on. For that they started suppor- 
ting the Congress.9? 
| The Zamindari Abolition Acts were passed after a great deal'of con- 
- sultation.over compensation and allowing sufficient time for the zamindars 
` to-dispose of their lands and make all other arrangements. Тһе zamindars 
' were paid huge amounts of money and the peasants were made to pay this 
from. specially imposed taxes. Zamindars were. given rights over lands 
- Which they had snatched from the peasants earlier. All the title deeds 
-granted by the zamindars to their relatives, dependents- and sycophants 
were declared valid. Tenants who were cultivating lands for years together 
did not get any right over their land. Zamindars evicted several tenants 
“оп the pretext of self-cultivation. . 
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The approach of the Congress was to preserve and protect the pro- 
perty rights of landlords over land and to suppress the revolutionary 
Реазапі movement. The land reform measures of the Congress were aimed 
'at pacifying the rebellious peasants by making concessions on trifles and 
allowing the landlords to keep important lands and, assets. Congress 
wanted to: шаке formal abolition of zamindari and other such systems 
in the-interests of the landlords itself. If the forward looking modern 
landlords ‘and rich peasantry saw in the Congress а reliable and proper 
‘body to execute policies appropriate to their interests, the Congress sought 
'to harmonise the conflict between the feudal elements and capitalist 
interests in a peaceful manner. It wanted to improve agriculture on scienti- 
ficlines and eradicate poverty in rural India by the increased use of farm 
machinery, fertilisers and intensive farming. For this it had to curb feudal 
‘land relations and help the new classes of capitalist landlords and rich 
peasants to grow. 


COMMUNISTS AND THE AGRARIAN QUESTION 

Any discussion on the Communists’ approach to the agrarian ques- 
tion in India has to begin with the study of the theses on the revolutionary 
movement in the colonies at the Congresses of the Third Communist Inter- 


national .? They dealt with the agrarian question at length. Lenin, in his 
report at the Second Congress (1920) said : 


It is beyond doubt that any national movement can only bea bour- 
geois democratic movement, since the overwhelming mass of the 
population in the backward countries consists of peasants who repre- 
sénts bourgeois-capitalist relations. It is utopian to believe that 
proletarian parties in these backward countries, if indeed they сап 
emerge in them, can pursue Communist tactics and Communist policy 
without establishing definite relations with the peasant movement and 
without giving it effective support.” 


The theses on the National and Colonial Questions, authored by 
- Lenin and adopted at the Congress, laid down the following : 


It is particularly important to support the peasant movement in the 
backward countries against the landlords and all forms and survivals 
.of feudalism. Above all, efforts must be made to give the peasant 
movement as revolutionary a character as possible, organising the 
peasants and all the exploited wherever possible in soviets and thus 
establish as close а tie ав possible between the West European Com- 
munist proletariat and the revolutionary peasant movement in the 
East, in the colonies and backward countries.*! 


The idea that the Communist parties in the colonial and semi-colonial 
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countries, which started taking shape, should actively build a united anti-impe- 
trialist front by participating in the national revolutionary peasant movements 
and rallying all the anti-imperialist elements, depending upon the varied. 
situations .of different nations, to bring about national unity and politi- , 
cal independence was clearly formulated in the Theses on the Eastern Ques-. 
tion adopted at the Fourth Congress (1922). It stated that іп most eastern 
countries the agrarian question was of primary importance in the struggle 
for emancipation. By exploiting and ruining the peasant majority of the 
backward nations, imperialism deprives them of their elementary means 
of existence, while industry, which was only poorly developed and confined | 
to a few centres, was incapable of absorbing the resulting surplus agrarian ` 
population. In countries like India, imperialism took over the native feudal 
State’s monopoly of land and turned the land revenue into tribute to 
imperialist capital and its servants—the zamindars. “The struggle to free 
the land from feudal dues and restrictions thus assumes the character of a 
national liberation struggle against imperialism and the feudal large land- 
owners”.’2 According to it, only an agrarian revolution, whose object is 
to expropriate large estates, can set in motion the enormous peasant 
masses ; it is destined to exercise a decisive influence on the struggle’ 
against imperialism. The bourgeois nationalists’ fear of the agrarian revo- 
lutionary demands and their anxiety to prune them down as far as possible 
bear witness to the close connection between the native bourgeoisie and the 
feudal and feudal-bourgeois landlords, It clearly stated : ' 


The revolutionary movement in the backward countries of the East 
cannot be successful unless it relies on the action of the broad pea- 
sant masses. Therefore the revolutionary parties of all Oriental 
countries must formulate a clear agrarian programme, putting. for- 

. ward the demand for the complete abolition of the feudal system and 
survivals of it in the form of large landownership and tax farming. 
To draw the peasant masses into active cooperation in the struggle 
for national liberation they must conduct propaganda for a radical 
change in the legal basis of landownership and it is also necessary to 
compel the bourgeois-nationalist parties to adopt as much as possible 
of this revolutionary гргагіап programme.*? 


But the Communists in India at that time were working in different 
small groups based in different urban centres. Their activities were not 
well organised and coordinated and naturally they were not strong enough 
to implement this correct understanding. 


М.М. Roy's Theses 

Later M.N. Roy wrote a programme for the Indian National Congress 
wherein he stated that the first principle which should guide the economic 
and social life of liberated India was “abolition of landlordism. АП 
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large estates will be consfiscated without any compensation", It demanded . 
abolition of feudal rights and dues aid repeal of the zamindari system, con-:: 
fiscation of large estates and their management by councils of cultivators; 
réduction of land revenue, irrigation cess, etc., fixed tenures and no еуісіз 
tion, and annulment of all mortages held by moneylenders, etc... 2 сэ 
_ Roy and other Communists saw the withdrawal of the noncooperation: 
movement by the Congress as a surrender of the bourgeoisie to imprerialism - 
ahd concluded that “the bourgeoisie have turned traitor to their historical: 
heritage” of fighting landlordism. They did not see that the growing. 
bourgéoisie would like their interests to be protected and further extended: 
pot: in a revolutionary struggle, but ina reformist and gradual manner: 
That was why the Congress ‘Party wanted the conflicts between ће: 
zamindars and tenants to be settled through consultations and adjustments... 
But the Communists’ perception of these compromises with feudal elementsi- 
and British rulers led them to the conclusion that the Congress had becomé: 
incapable of leading the national liberation struggle. Roy's argument and: 
decolonisation theory* had a lasting impact on the infant Communist Party: 
even after his exit from the Communist movement. - T de o ud 
^^ Roy also raised the question of "why and how should a nationalist; 
movement "which is essentially a bourgeois movement be led by the: Cóm-: 
munists?” The queer situation, he explained, had been created Бу. ће 
retarded and abnormal way in which economic forces have develóped in 
India under British domination. Not a few of the professional liberals 
and even capitalists have money invested in land and a large section of the 
Indian middle class were closely linked up with the land, which provides a 
source of unearned incomes, however miserable. Thus the nationalists, he 
thought, were the protectors and worshippers of landlordism and would not 
attack the landed aristocracy, the pivot of British rule. ©: `. = 
“Communists in India at that time took an active part in the formation 
of peasant’s and worker's ' parties in several ` provinces. They incorporated 
the slogan of land to the tiller. The list of demands in respect to the peasants 
was of an antifeudal and democratic nature. - They recognised the impor- 
tant role of the peasantry in the fight for national freedom and identified 


the main hindrances to agricultural development, viz., excessive rents, 
insecure tenancy and indebtedness.** : CE 


Cominiern Thesis Ya, atte 

‚ The theses on the revolutionary movement in colonial ‘and semis 
colonial countries adopted at the sixth Comintern Congress remained for 
long the guideline for the Indian Communists on the agrarian front. The 
theses stated that the revolutionary movement in the colonies was at the stage 
of the bourgeois-democratic revolution, i.e., the stage when the pre-requi 
sites, for proletarian dictatorship and socialist revolution wére being pre- 
pared. This revolution in, the colonies was, however, distinguished from 
the bourgeois-democratic ' revolution іп an independent. country. chiefly in 


4 


THE AGRARIAN QUESTION 1885-1947 39 
4 


that it was organically linked with the national liberation struggle. Together 
with a national liberation struggle, the agrarian revolution constitutes the 
axis of the bourgeois-democratic revolution in the more advanced colonial 
countries. Communists were asked to follow with greatest attention the 
development of the agrarian crisis and the intensification of class contradic- 
tion on land. They were to give a consciously revolutionary direction to 
the incipient peasant movement, turning it against imperialist -bondage 
and the yoke of various pre-capitalist (feudal and semi-feudal) conditions 
under which the peasant economy is suffering. “The peasantry, as well 
as the proletariat and as its ally, is the driving force іп the revolu- 
tion”, since the immense peasant mass constitutes the overwhelming majority 
of the population even in the most developed colonies. The theses pointed 
out that in the colonies where feudal and pre-capitalist survival were 
_ widespread the process of class differentiation among the peasants proceeds 
ata comparatively slow rate. The market relations in these countries, 
nevertheless, have developed to such a degree that the peasants are no 
longer a homogeneous mass. “Іп the villages of China and India, parti- 
cularly in certain parts of these countries, it is already possible to find 
exploiting elements, originally peasants, who exploit (other) peasants and 
village labourers through usury, trade, employment of hired labour. . 747 
The theses envisaged the possibility of the proletariat winning the 
leadership of the entire peasantry in the early stages of the peasantry's 
fight against the landlords. But as the struggle develops somie of the upper 
strata of the peasantry may pass into the camp of counter-revolution. The 
proletariat can win the leadership of the peasantry only if it fights for the 
latter's partial demands, for the completion of the agrarian revolution and 
takes the lead in the struggle of the peasant masses for a revolutionary 
solution of the agrarian question. It said : 


Wherever peasant organisations exist —Tregardless of their character, as 
long as they are real mass organisations—the Communist Party must 
take steps to penetrate into these organisations. One of.the most 
urgent tasks of the party is to present the agrarian question correctly to 
the working class, explaining the importance and decisive role of the 
agrarian revolution and making the members of the party familiar 
with methods of agitation, propaganda and organisational work 
among the peasantry ... Communists must everywhere attempt to 
givea revolutionary character to the existing peasant movement. 
They must also organise new revolutionary peasant unions and 
-peasant committees, and maintain regular contact with them. But 
in the peasant masses and in the ranks of the proletariat, it is essential 
to carry on energetic propaganda in favour ofa fighting bloc of the 
proletariat and peasantry.® 


en 
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The Task of the Communists i . . 

Italso stated that bourgeois nationalism, in order to strengthen its 
position vis-a-vis imperialism finds it necessary- to obtain support from the 
peasantry and attempts to draw them into the vortex of national struggle 


4 


and thus accelerates ‘political awakening among them. But their interests: 


were So closely bounded up with landlordism and usury capital that they 
oppose the agrarian revolution, resulting in the disappointment of the pea: 


sant massés, Here lies the weak point of the bourgeoisie in India -and it is 
heré that the Communists should break loose the peasantry from the iriflu- „ 


énceé of the national bourgeoisie and its reformist illusions propagated among 


the peasantry. Hence, the Communists should base themselves on the agri: ` 


cultural labourers and poor peasantry, and align: with the middle peasants.” 


Thé theses called upon the Communist parties in colonial countries :to 


“bécome genuinely Communist parties in social composition". Thus тісі | 
only was the main contingent of the national revolution to come. ол the: 


toiling sections of society, but it was also to ensure that the leadership came 
from these sections.f' The theses outlined the basic tasks of the Indian: 


Cómmurtists : - bag et e 


MERC қ 
“In felan to the peasantry and peasant КЕТЕ the Indian: 

- - communists are faced first and foremost with the task. of informing’ 
-'. the peasant masses about the general demands of the party: on the. 
` agrarian question, for which purpose the party must work out.;an 
* + agrarian programme of action. Through workers connected ‘with the 
-" + village as well'as directly, the Communists must stimulate the struggle 
“ГЕ of the peasantry for partial demands and in the process of struggle 
‘ organise peasant unions. It is essential to make sure that’ the newly 
created peasant organisations do not fall under the influence of exploit- 

ing strata in the village. It is necessary to give the existing peasant 

organisations a concise programe of concrete demands. 


: The ECCI ina letter (December 1928) to the АП India Lee 
of the Workers! and Peasants' Parties, which was held at Calcutta, had 
conveyed its assessment of the task of the WPPS in India as following : 


In view of the tremendous variety of forms of land tenure in India, 
and the multitude of forms of the pre-capitalist and semi-feudal 
bondage, the best way to embrace the peasant movement in various 
-districts and localities isto organise from below peasant leagues led 
' wherever possible by agricultural labourers and poor peasantry-prov- 
ed in fight. Itis necessary, not only in words, but in deeds to 
endeavour to raise the isolated actions of the peasants to the level of 
an agrarian revolution. Under the slogans of abolition of every form 
and vestige of feudalism, of confiscation of land of the zamindars, 
usurers and priests and its transfer to the use of the toiling peasantry, 
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2° While securing in thefirst place the interests of the poor peasants, 
21, the agrarjan revolution has been and remains the pivot of the natio- 
. nal revolutionary struggle in India.” 


әр ; The purpose of quoting the heset and resolutions of the Sonia 
at length is, two-fold : (i) because they laid down elaborately the Marxist- 


‘Leninist approach to the agrarian and peasant question in the colonies and 


in India, in particular; and (ii) they also formed the basis for the Commu- 
nists.in India to further study and grasp the agrarian question. They pro- 
vided.:for them:a scientific perspective to be kept in mind, which the 


. Communists did, while taking positions regarding the agrarian problem. All 


the formulations made by the Communists later сап be traced back to the 
theses and directives of the Comintern, 


The Depression and the Untted Front . 

: For the first.time the Communists in India in 1930 came out with an 
daborate assessthent of the agrarian problem and their tasks. This we fird 
in the General Statement of the eighteen Communists accused in the Meerut 
Conspiracy Case (1929-33), which may very well be regarded as the first 
programme of the CPI. This particular document is significant in that it 
states the perspective of the Indian. Сора regarding the agrarian 
question at that time." 

f „Dealing with the question of class structure of the Indian peasantry 
they. said that the rural population was divided intotwo great opposing 
sections—the exploited classes of poor peasants, tenants and labourers on 
the one hand and the exploiting classes of zamindars and landlords. Bet- 
ween these two. great sections there is the section of middle peasants. "Its 
predominance and influence varies in different provinces and this difference 
is one.of the major factors which is responsible for the varied character of 
the peasant movement." It is prone to follow the lead of the bourgeois 
nationalists, due to its affilations to the rich peasantry and capitalists. But, 


they said; the state of affairs under the ryotwari tenure—ever increasing 


land. tax and exploitation by the landlords and moneylenders—would 
ultimately. make the united front of middle and poor peasants and landless 
labourers- possible. 

Their programme was more clear regarding the class alliance and the 
issues on which the fight should be conducted-in the zamindari areas. They 
said. : “But the conflict of interests between the zamindar and occupancy 
tenant and tenant-at-will is the determining factor in these parts. Any 
genuine.movement for bettering the lot of the peasants means flaring up of 
this.conflict. In the political mass struggle this conflict will be the deter- 
‘mining factor." The Communists’ scheme regarding the formation of a 
class organisation of the peasantry was that the peasant unions would 
include only peasants who cultivated land with the labour of their own 
family, as well as, іп the initial stages, the agricultural workers. The pea- 
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sant unions were on no account to contain the village exploiters—the rich 
peasants, landlords, moneylenders and traders and only when this condi- 
tion is fulfilled would the peasant union bea suitable basic organisation 
for the peasant struggle for partial demands." 
7 2 Communists, during the second half of the thirties, became politically 
active and emerged as a strong force among the peasants. Apart from their 
commitment to fight for the cause of the deprived and exploited in the 
rural areas, historically, there were two factors behind this. To start with, 
the Great Depression (1929-39) worsened the conditions of rural life, pushed 
the toiling peasants to the wall and brought about significant changes in 
agrarian relations. There was no other option for them except to unite and | 
fight the government and the zamindars for their rights and some reliefs. 
The Communist Party was also rapidly growing at this time Бу” attracting 
youth who were disillusioned with Gandhian politics and influenced by.tbe 
accused in the Lahore and Meerut Conspiracy Cases. Second, in such a 
situation the Seventh Congress of the Comintern gave the call for an anti- 
imperialist united front. The Communists were enabled to join the Congress 
and they took an active part in the CSP and the Kisan Sabha.*® 
What was the understanding of the Communists regarding the pea- 
Sant associations, their place in freedom struggle, and the objectives with 
which the Communists should function in them? They said that though the 
immediate aim was achieving independence, the peasant associations were 
necessary to realise the peasants’ and workers’ aim of establishing ‘soviets’ 
and ultimately a classless society. Independent class associations of the 
peasants were necessary not only to fulfil their demands, but also to resist 
the attempts of the Congress to use their strength for the benefit of the 
upper classes and make it difficult for the Congress to subjugate the rural 
masses; By this time the Communists also began to organise the agri- 
cultural workers into separate unions, though the slogan remained that of 
peasant-worker unity. They sought to integrate peasants and workers into 
ünited agrarian movements as part of the freedom struggle and at the same 
time independent ofthe Congress, which they regarded asa bourgeois- 
landlord party. They also learnt in tbe agrarian struggles during the period 
of-the Congress ministries (1937-39), that as the class strugglé sharpens and 
its base extends, the bourgeoisie will not tolerate any militant struggle by 
the toiling people and launch repressive measures to put them down. е 
- The Communists endeavoured to build an independent and class 
organisation of the peasants with the understanding that it should be based 
on agricultural workers and poor peasants, having the middle peasant asa 
strong ally. But еге was no clarity regarding the classification and 
definition of different peasafit classes. Though they noted the fact that class 
differentiation was taking place among the peasants, they mostly talked of 
peasants as a whole. It was due to the understanding that peasants stand 
as a class against the big landlords and foreign rulers in the national move- 
ment, Though capitalism was developing in agriculture, the principal class 
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antagonism in rural areas was between disintegrating feudal landlordism 
and the entire peasantry. Therefore the Communist Party must support the 
peasantry as a- whole and allits struggles because. the objective of the 
working class and the peasantry was the same, i.e., the complete abolition 
of feudal land relations. 


The Telengana Peasant Struggle 

In the post-World War II period a severe agrarian crisis engulfed the 
country. Thovgh the-Communist Party. forwarded an anti-feudal, demo- 
cratic agrarian-programme, all this was envisaged asa slow process. In , 
Hyderabad state, it for example could.not come out with a clear-cut slogan - 
for abolition of landlordism and for radical land distribution.” 2 

- ft was the peasant movement in Telengana that pushed the agrarian 
question to the forefront. Two issues: that cropped up in the course of the 
struggle- are of considerable significance. “Firstly, the issue of surplus 
laüds;.-The- power ‘behind the struggle was the slogan of “land to 
the-tiller^:: Ав the'-movement . developed it became necessáry to impose 
ceilings for the.purpose of taking over the surplus land. Initially it was 500 
aéres. (As-the. pressure for land increased the land ceilings were reduced, 
bj tlie middle of 1948, to 100 acres dry and 10 acres wet. But the Party 
at-that time:did not propose the confiscation of all the land of landlords 
who- indulged іп feudalexploitation, exorbitant rents, usurious interests 
and-other illegal exactions.*? 

t: Secondly, the issue of rich peasants. Despite the tremendous gains 
they got from the united struggle against (һе government and the zamin- 
dars, and the major role the agricultural workers played to achieve these, 
the rich. peasants were reluctant to increase the wages of agricultural 
' workers. The rich peasants and capitalist landlords used to strongly resist 
increase-in wages, especially so after the "police action’. It was only after 
striké struggles or threat of -strikes by agricultural workers that increase 
in their wages took place.®. 

-. . In the words of Sundarayya, the single biggest contribution made by 
the Telengana peasant revolt was that : 


P" 


... This struggle brought to the forefront of the Indian Communist 
. movement almost all the basic theoretical and ideological questions 
concerning the strategy and tactics of the Indian people's democratic 
revolution for correct and scientific answers and realistic and practi- 

cal solutions. A series of issues such as the role of the peasantry 

. inthe people's democratic revolution, the place and significance of 
; .. partisan resistance and rural revolutionary bases, the question of 
„concretely analysing the classification among the peasantry, and what 
role is played in the revolution by the different strata of the 

. peasantry, the perspective for the Indian revolution, the specific 
place and role of the working class and urban centres in our revolu- 
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. tion, the precise meaning and import of the concept of working class 


hegemony and the part played by the Communist Party in realising . 


it in an underdeveloped and backward country like ours, where the 


"modern. working class does not exceed опе per cent of the popu- . 


lation, etc., were thrown up for serious inner party debate and 
decision.*! 


The Communist Party was sharply divided on these questions. 
Various inner-party controversies broke around the issue of conducting 
the Telengana armed struggle. The political-theoretical differences that 
surfaced-at that time (1948-50) continued to perse till the Party split 
twice in 1964 and 1967. 


“Моге important was the controversy about the path of Indian re- 


volution and accordingly the approach to the agrarian question. The 


secretariat of the Visalandhra Communist Committee’ advocated the conti- . 


nuation of armed struggle to defend the gains of the peasantry against. - 
the attacks of the Union army in Telengana. It also said that"it wasthe .: 
beginning of the armed. liberation struggle against the bourgeois-landlord. 


government ofthe Congress Рагіу,” It also declared (May 1948) that . 

“the Telengana armed struggle was demonstrating that the Indian revolution : 
in many respects differs from the classical Russian revolution, but to:a . 
great extent is similar to that of Chinese revolution. The perspective likely - 


is not that of a general strike and armed uprising, leading to the liberation 
of the rural side, but of dogged resistance and prolonged civil war in the 


form of agrarian revolution, culminating in the capture of political power . 
by the Democratic Front."** It advocated a united front, which included. 


the rich-peasantry and the middle bourgeoisie as the allies of the proleta- 
riat in a people's democratic revolution. 


But the Polit Bureau of the Party (elected at the second Party Con-, 


gress, March 1948) had rejected the entire Andhra theses as gross refor- 
mism. Criticising the concept of the Chinese path as deviation from 
Marxism-Leninism, the PB maintained that there was only one path. That 
was the path of Russian revolution. But it had declared all-out support to 
the peasants’ armed struggle and called for developing Telengana-type 
struggles in different parts of the country as they might hasten the working 
class general strike and armed uprising in the cities to capture power. It 
also gave a call to develop working class movements in support ofthe 
Telengana struggle.9* 

One resolution that is more relevant in this context was the PB's 
resolution “On the Agrarian Question in India" (December 1948),% 
Though this resolution was later rejected by the Party because of certain 
wrong formulations contained init, it made an attempt to analyse the 
changes that were taking place in agrarian relations. It argued that the 
colonial theses of the Comintern were either understood in a mechanical 


way ortotally- ignored, It observed that the Communists from 1937-47. 
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based themselves on the vacillating middle peasant: 

It declared that the toiling sections of the agrarian population not 
only suffer from the conditions created by feudalism and backwardness, 
but were also-burdened by the rise of new capitalist methods of exploita- 
tion. The new class antagonism, (the mew class capitalist relations were 
‘Superimposed upon the old. Thus the struggle against feudal relations) becomes 
linked with the struggle against the new capitalist exploiters in the country- 
side The slogan of agrarian revolution—land to the tiller—had to be 
directed against both the feudal and capitalist types of landlordism. 

. ‘It noted that at no stage of the democratic revolution does Marxism- 
Leninism permit the Communists to rely on the middle peasant. Reliance 
‘on the agrarian proletariat and poor peasantry was imperative for them. 
The middle peasant, who vacillates between the rich peasantry and the 
proletariat could only be won over by decisive action, but “cannot be made 

the base of anti-feudal and anti-capitalist struggle." 

І One important resolution of the Communist Party which summed up 
"the main conclusions of the inner Party debate regarding the agrarian ques- 
tion during the national movement, and the lessons of the Telengana struggle 
was the “Statement of Policy" adopted at the Party Plenum in 1951. It 
declared that the path of Indian revolution was to be neither the Russian 
path nor the Chinese but a path of-Leninism applied to Indian condi- 
tions." It said that while the previous line of reliance on the general 
strike neglected the role of the peasantry, the subsequent one of the 
partisan struggle minimised the role of the working class, which in practice 
meant depriving the peasantry Of its greatest friend and leader. Both the 
linés ignored the task of building the alliance ofthe working class and 
peasantry and putting the working class at the head of this alliance. For 
this the Party had to build mass peasant organisations based "ray on the 
agrisu Murat workers and poor peasants”. It further said : 


: ‘It must be understood that because of the vast expanse of our 
country, because of the uneven development of the agrarian crisis and 
of the working class and peasant movement, ‘and the uneven state of 
organisation and consciousness of the peasant masses and the influe- 
nce of the Party, the peasant movement will not develop at the same 

. tempo everywhere and different forms of organisation and struggle 
will have (о be adopted depending on the maturity of the crisis, the 
degree of unification ofthe peasant masses and their mood, the 
strength and influence of the Party and other factors.*? 


Conclusion 


From the above study we may conclude that the Congress stood for 
agrarian reform, class conciliation and development of capitalism providing 
for the protection and promotion of private property in land. It had only 
one programme, i.e., of national independence. It sought the unity of all 
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classes, including the zamindars, landlords and rich peasants. It conducted 
only isolated, limited and strictly safeguarded agrarian agitations or 
campaigns with moderate demands. It discouraged the formation:.of 
separate, independent and class-conscious peasants’ organisation. - : 

It was only under the pressure of peasant unrest, agitation and 
struggle that the Congress changed its policies and formulations regarding 
theagrarian question—from the ‘moderates’ demanding permanent settle- 
ment (meaning differently to different Congressmen) to the no-tax cam- 
paigns and to the Congress agrarian programme (1936). Тһе Congress 
‘radicals’ went a step further in realising the need to formally abolish 
obsolete feudal relations in a peaceful manner without doing much harm.to 
the zamindars, and to transform agriculture on modern lines in order.to 
meet the requirements of modern industrial (capitalist) development. In its 
land reform measures the Congress always kept in mind the interests of the 
landlords and rich peasants rather than the rural poor. The Congress 
wanted to counter (from 1937) the militant struggles with a two-pronged 
policy of offering some concessions to the peasants, while-at the same time 
attacking and liquidating the political leadership of the peasant struggles.. 

The Communists, on the contrary, viewed the agrarian question 


from the proletarian viewpoint. They were keen observers of the agrarian . 


crisis and were well aware of the crucial. role of the rural poor and-ex- 
ploited in the struggle for national liberation. They attempted to grasp the 
changing correlation of class forces under the land revenue and tenural 
patterns effected and imposed by the British rulers. They 'stood for agra- 
rian revolution with anti-feudal, -anti-imperialist tasks, which they regard- 
‘ed as the axis-of the new type of democratic revolution. "Théy believed that 
'the Indian bourgeoisie and its political representative, the Congress, cannot 
‘lead this anti-feudal agrarian revolution because they ally with thé land- 
lords and compromise -with imperialism. Thus the task of leading the 
peasant struggles falls upon the working class and its vanguard—the Com- 
munist Party. They made it clear that without working class leadership 
‘the peasant struggles would only lead to the victory of the bourgeoisie and 
"that the proletariat cannot Бе victorious at tlie democratic stage of the 
“Indian revolution’ without a peasant revolution. ut 
: `The’ Communists conducted ` widespreád; ‘mass peasant” struggles 
“against oppressive rents and for rights over land: They endeavoured - to 
"build independent and class based organisations for peasants and'agricult- 
-ural workers. They learit important lessons in the Telengana armed pea- 
' sant struggle, especially: concerning -issues like the path of. revolution, 
partial struggles, the role of the peasantry in the revolution, the role of the 
rich peasantry at higher stages of the agrarian movement, and so on. The 
“credit goes іо: ће’ Communists “not only for revolutionising the agrarian 
-movements and for raising the political consciousness of the oppressed 
-rural population but also for forcing the bourgeois political forces to come 
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out with policies that gave some relief to the toiling peasants and agricul- 
tural workers. 
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NARENDAR PANI* 


Indebtedness and the Theory of 
Agrarian Reform 


THE IMPORTANCE of analysing the rural credit system in any study of 
_the agrarian structure in the third world is now quite well established. 
Whether we view the agrarian system as merely an interlocking of the land, 
‘credit and labour markets (e.g., Bardhan, 1980) or as one in which indeb- 
tedness ensures a form of semifeudal bondage (e.g., Bhaduri, 1973), credit 
relations, if they can be called that, are now seen as an intrinsic part of 
agrarian relations. It follows that our view of agrarian reforms must be 
altered by the nature of existing credit relations. This has been recognised 


rather more in practice—Vietnam being a notable example, (Luu, 1982)— ` 


than in theory. In this paper we seek to identify some of the implications 
of credit being a source of control over the agrarian system for agrarian 
reform theory. 


Three Views E | 
Тһе first step in this exercise is to identify an acceptable framework 
within which the agrarian system and its reform сап be analysed. Broadly 
speaking there are three views of the .agrarian system. In the neo-classi- 
cal view the agrarian system is seen primarily as a set of interlocked mar- 
kets (Bardhan, 1984). Even if we do not go into a detailed critique of 
neo-classical theory this view does not suit our purpose for two reasons. 
First, the neo-classical system is based оп the assumption that all aspects 
of the functioning of the economy are determined entirely by economic 


factors.. Agrarian reform, however, is often more relevant -in systems ` 


where extra economic coercion exists. Indeed, sometimes agrarian reform ` 
is the. process through which a system is changed from being one in which ` 
extra economic factors play a major role to one in which economic factors ' 
are dominant. Since the neo-classical model assumes the second type of · 


system to exist it cannot be used to analyse change from one type of 


system to another. Secondly, the neo-classical system neglects the political 
aspects of social change. This in our context is a major weakness as the 
existing literature on agrarian reform shows us how important politics can 
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be whether it is in terms of ‘political will’ or in terms of the class character 
of the state (Herring, 1983). 

The second framework that has been used to analyse agrarian systems 
can, for want of a better term, be referred to as the liberal point of view. 
In this view it is the distribution of land that is the key to understanding 
agrarian systems. Тһе large farmers by virtue of the fact that they own 
more land have greater access to inputs and greater control over the 
. markets (e.g., Griffen, 1974). Іп such a framework it is the redistribution 
of land which is considered the primary measure of agrarian reform and 
even, as in the case of Lipton (1974), the only measure. Such a framework 
necessarily underplays the role of indebtedness and is thus not suited for 
our purpose. 

The Marxian framework is perhaps the most developed for ihe , 
analysis of agrarian reform as it can take into account the movement боб“ 
а system іп which extra economic factors are dominant to a system domi- 
nated by economic factors. In addition, the system has social and political 
considerations built into it. In practice, however, it is assumed that land 
ix the major factor through which control is exercised in dll agrarian 
systems. The model of a feudal system consisting of land owned by the 
{нота and cultivated by the tenants dominates the literature though it 
is | ‘tow ‘being increasingly recognised that it has its limitations as can be 
séen'in this summary by Pearse (1983, p.45): А 

.. the most frequent pattern is for a single large landownér to leáse 
small parcels of land to numerous tenants who probably possess little 
or no land or other means of production of their own. In India, 
‘ "the situation is more complex. First, a substantial (though disputed). 
“proportion of share croppers own some land of their own and second * 
"there'exists a wide variation in landowner-tenant relationship, from 
: the situation . . . where the position of tenants is little different from 
Нат of indentured labour, a situation more characteristic of eastern 
India, to the case of comparatively well-to-do:landowning “Peasants 
"ijeasing in lánd from small scale owners. 


in'süch a ‘view ‘indebtedness is seen as only accentuating or retarding 
#élationships ` “that are determined by the nature of land ownership. "This 
fércéption “cannot take into account systems in which all the land was 
fiéld'by the ‘feudal sovereign and control over the village level “agrarian 
System $ Was"exercised-through factors other than land, such as indebtedness. 
J&nd'süch' systems did exist in several parts of India including southern 
Karnataka and parts of Assam, where there is very little evidence to sug- 
gest that tenancy was a dominant relationship even in the past, 7 
7 
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Two Extremes 
In order to gain a clearer understanding of the role: of‘indebtedness 
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we first-present an extreme, and hence abstract, case where credit relations. 
have.no.role to play іп {ће agrarian system. Both the production of sur-- 
plusand the manner in which it is appropriated is determined entirely by 
the nature: of iand relations. We then analyse the other extreme where. 
credit relations predominate. In this case though the surplus is produced. 
on land it is-the nature of credit relations that determines the manner in which 
the: surplus is. expropriated. Jt must be pointed out at the outset that the. 
term credit relations in this paper refers to the indebtedness that directly. 
affects the agrarian system and not money lending by non-agriculturists 
or bank finance. Using these two extremes we attempt to identify-the 
interactions.between credit relations and land relations in a changing agra- 
rian:society. And, finally, we see what implications such interactions have. 
for agrarian.reform theory. 

. Thetwo extremes we have spoken of above are, for the sake of 
simplicity, based on a set of common assumptions. They refer to. an. agra- 
rian system consisting ofa set of 100 households. The source of income: 
for: all. these households is agriculture. Ten of these.households we term 
as;the dominant class and they expropriate the surplus produced: by, the 
remaining 90-households. Тһе extent of this expropriated surplus is deter- 
mined’ not only by economic considerations but also by tradition and. extra. 
economic.coercion. We refer to the system in which land relations.deter- 
mine, the manner of expropriation of the surplus as the ‘land relations. 
model’ and the system where this is determined by the eredit relations.as, 
the.'credit relations model’. Both these systems are based entirely on agri- 
culture and-are isolated from the rest of the economy. 


The Land Relations Model 


In this model there is no indebtedness. All the land is owned by. the 
tenzhouseholds of the dominant class. АП ога part of the land is,leased - 
out to the remaining 90 households. The rentis paid in terms of labour. 
on the land retained by the dominant class, or in terms of produce (fixed 
rent or a share of the produce) or in cash. Тһе rent could also Беа: сот». 
bination of these three forms. That is to say the payment of acash or a 
kind rent does not preclude the dominant class from demanding:labour 
services-from. the tenant. The magnitude of this rent is determined- by 
tradition and other forms of extra economic coercion. 

The transition of this system into one in which production is primarily, 
for profit:can-be initiated either from the dominant class.or from the tenant. 
households. -Let us first consider the case of the dominant.class becoming, 
more profit-oriented іп its agricultural activities. This would happen: when- 
commercialisation increases and the dominant class.views agriculture.as.a 
jsource: of profit. In such a case the dominant class is likely :to- directly, 
‘invest‘in-Iand. With the dominant class deciding the.extent and: nature:of 
agricultural-investment the tenant is, in essence, converted into».an. agri- 
cultural-labourer especially if the tenancies are not permanent, This stage. 
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can continue as long as the dominant class does not want to take the 
entire risk of cultivation and is satisfied with a higher share or fixed rent. 
But with. technological changes the risks are reduced and the dominant 
class proceeds to substitute wage labour for tenants so that in the system 
as a whole the tenants as a group are converted into agricultural labourers. 
We then have a situation where the dominant class is a set of capitalist 
eS and the restare labourers. This is, in essence, the transition from 
above. 


Change From Below 

Change in the pre-capitalist system, as we have mentioned above, 
could also come from among the tenants. As commercialisation increases 
and cash rents come in there also enters the possibility that some tenants 
can generate а surplus greater than the rent paid to the dominant class. - 
This surplus can be utilised, ina situation where tenancies are not. perma- 
nent, to increase the land held by the surplus producing tenant households. 
This increase comes at the cost of the poorer tenant households who now 
lose their tenancies to become agricultural labourers on the holdings of the - 
richer tenants. The richer tenants can then raise the demand of land to 
the-tenant. Once this demand has been met they emerge as (һе new capi- 
talist class employing the former poor tenants as agricultural labourers. If 
on the other hand, the tenancies are permanent, the surplus can be rein- 
vested within the holdings of the surplus producing tenants. This in turn 
leads to this group of richer tenants earning a greater surplus and thus 
being in a position to mobilise the poorer tenants on the slogan of land to 
the tenants. Once this has been achieved the former poor tenants may still 
be impoverished and prefer to sell their land to richer former tenants. In . 
this case too the rich tenants emerge as the capitalist class employing the 
former poor tenants as agricultural labourers. This is, in essence, the transi- 
tion from below. 


The Credit Relations Model 

In this system the land is equally owned among allthe 100 house- 
holds. The ten households of the dominant class however exercise control 
over the land of the remaining 90 households by virtue of the fact that 
these 90 households are indebted to the dominant class. In other words, - 
while there is equality in ownership holdings the operational holdings are 
unequal. The interest on the loans аге paid in terms of labour services, 
produce or cash, or a combination of the three. The relationship, 
however, is not purely economic. The magnitude of the interest 
is. determined by tradition, and, especially when we take into account 
labour services, may not even be specifically defined. In addition, the 4о-. ~ 
minant class may be expected to grant a loan on occasions such as marriage ^ 
or-death irrespective of the extent of indebtedness of the debtor household. . 
Indeed, the debtor may not even be expected to repay the loan during his 
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lifetime. In such a system tenancy need not exist. And if it does, it is a 
matter of convenience with cases of the poor peasants without the resources 
to cultivate, leasing out his land to the dominant class, being as likely as 
cases of the dominant class leasing out land to poor households. 

For such a system to exist two pre-conditions are necessary. First, for 
credit to predominate there must be a high level of commercialisation even 
if land relations are not developed. This can occur when a backward agri- 
cultural system is brought into a larger commercialised system as was the 
case when the British took over Assam (Imperial Gazetteer of India, 1907, 
p.65) or in more recent times when tribal economies аге absorbed into the 
larger more commercialised systems. Second, there must be restrictions on 
the ability of the dominant class to convert their control over the credit 
system into ownership of land. One such restriction is when all the land is 
legally owned by the sovereign and all the households within the system 
have only permanent ‘tenancies’. Such a restriction existed under the Ahoms 
in Assam (Welsh, 1794) and also under Tipu Sultan in Mysore (Buchanan, 
1807). ; 
Once the restrictions on the ownership of land are removed change 
can be initiated either by the dominant class or by the peasants. The 
dominant class in this system is already commercialised. If it finds agri- 
culture profitable it could foreclose the loans of the poorer households 
and take over their land. The dominant class can cultivate its enlarged 
holding employing the former poor peasants as agricultural е This 
again is a transition to capitalism from above. 

This transition can also be initiated from the peasantry. In this case 
there is a differentiation among the indebted households and a few such 
households get richer. Тһе richer indebted households are then in a 
position to get out of debt. After they have paid back their loans the 
entire surplus produced on the lands of these rich peasants is then retained 
and reinvested. Ав the process continues the rich peasant is іп а position . 
tobuy up theland of the poorer households and cultivate it with the 
former poor peasants functioning as agricultural labourers. - This is the 
credit dominated system's version of the transition from below. 


INTERACTION BETWEEN LAND AND CREDIT RELATIONS 


‘Both the models we have presented above are extreme cases. Іп 
réality a pre-capitalist system free of indebtedness is as rare as one in which 
all the land is perfectly equally distributed. What we do find in reality are | 
. Systems that are the result of interactions between the land relations and the 

credit relations models. Тһе precise nature of these interactions varies 
from region to region; but, broadly speaking, they can be classified into two 
types. The first type is Where characteristics of land relations model predo- 
minate and may even be strengthened by indebtedness. The second type is 
where the characteristics of the credit relations model predominate and the 
land ownership patterns only serve to strengthen these relationship. 
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The existing literature provides several examples of systems whete 
the characteristics of the land relations model have been strengthened: by- 
indebtedness. One example is that part of the study by Rudra and Bardhan: 
(cited.in Bardhan, 1984) which refers to the villages in West Bengal. The: 
results of this study provide a photographic view of the land relations 
model іп the process of change. Tenancy is an important part of this: 
system ‘and the tenants are still, by andlarge, indebted to their landlords. 
51 percent’ of the households have taken consumption loans from their. 
landlords; : 55 per селі have taken general loans, 44 per cent production: 
loans: This system however, seems to be beyond’ the stage of extra econo- 
mic cdércion. Only: 4 per cent of the tenants cannot lease in land from: 
поғе «Кап one landlord; 28 per cent of the tenants still do render labour’ 
services for the landlord. But the bulk of such tenants (64.3 per cent): 
receive full payment for their labour and another 17.8 per cent аге pat for 
their services though at less than full wages. 

Change 1 in this system seems to have come primarily from above: ' In: 
56 per, cent of the cases the owner has a say in crop decisions and he has.a 
say in input decisions in 54 рег cent of (һе cases. The owner or his repre- 
sentative álso'supervises cultivation in 91 per cent of the савев. It' would: 
séet that other than the fact that the tenant is paid in terms оҒа share:of: 
the produce the system is not very different from à capitalist one.  Thisiis: 
consistent with the fact that most of the owners also cultivate land on: their. 

own: Indéed, 62 per cent of the owners in this sample cite self cultivation: 
as their principal occupation. 


South Kanara District 
_ A historical overview of South Kanara district in Karnataka provides: , 
another examplé of such a system. In the early nineteenth century the: land; 
in this‘district was owned by landlords and was cultivated by tenants or 
‘gaynicaras’. This ‘has been noted! by Buchanan (1807) and' can also be: seen: 
in һе ‘correspondence between the Board of Revenue and the Collector-of- 
Kanara (1853). In fact, in the first estimates of tenancy in the 1881 census; 
48.51 per cent of ‘those whose occupation was agriculture were. classified as- 
tenants. The tenants were of two kinds, *mulgeni' and 'chalgeni". The 
mulgeni tenants rights on the land made them ‘subordinate landlords. 
(rather) than mere tenants’ (Land Assessment and' Landed! Tenures of 
Kanara, 1853). The rights of the Chalgeni to land wére less permanent. 
leading Baden Powell (1892, р. 15) to refer to them as ‘tenants at will. - 
Ву 1883 the Gazetteer noted that most of the land came under Chalgeni- 
and, much later in 1938, the Madras District Gazetteer noted that Mulgeni- 
tenants accounted for less than 10 per cent of the whole occupied: area. 
While the Mülgeni tenants by virtue of their relative permanancy. of 
téhüre'could- sotnetimes sublet their land to Chalgeni tenants; the condi- 
tions ОҒ the Chalgeni tenants were closer to agricultural labour. The: 
Gazetteer (1883, р4) notes-that the castes of Holayas and Mhoors: were · 
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both-agricultural labour and Chalgeni tenants. This numerical importance. 
of siàll tenants continued until -197-F when the Census of Agricultural'Hold- 
ings estimated that 53.36 per cent of the farms with less than 2 0:5 hectares. 
were cultivatéd by tenants. . 


The Credit Relations Case 

* Variations of the ‘credit relations model can be found in several 
parts of India where commercialisation took place before land ownership 
becanie the prime source of economic power. These éxamples cover а wide 
region from parts of Assam to largé parts of South India. The plains” 


‘région of Tamil Nadu (as has been defined by Baker (1984) and also forms 


apart ofthe study by Washbrook (1976)) and most of the neighboufing- 
southern Karnataka provide one such example. In the beginning of the. 
nineteenth century the land in this region'càn perhaps bestbe termed’ às- 
being owned by the State. Though the cultivators had certain rights to-the~ 


. land it was not unknown for the State'to transfer land from one cultivator 


to another'eitlier on its own or becaüse the cultivators ‘desired’ it. Ir such аї 
system the land was divided primarily in terms of how much.each family 
could cultivate. As the rights over land became more permanent over the 
yéars this region saw а predóminance of small farmers. This does not 
mean, of course, that the land was perfectly equally distributed. At: the- 
bottóm of tlie social hierarchy there weré castes like the Pannayals inthe 
Tamil regions and the Holayas in the Kannada regions. And at the top of 
thé hierarchy there was a dominant class which included the village head- 
men2--Gowdas in the Kannada regions—whose landholdings were relatively- 
larger. But the ownership of land was not the main source of economic: 
power. . 

A variety of factors could have played а role in determining the 
emergence of a dominant class in this region including positions in the 
administrative set up. The dominant class generally developed around 
official positions such as-the village headmen. Whatever the nature ofits 
origins, in the nineteenth century. indebtedness was ал important element 
through. which the dominant class perpetuated its control over the system. 


. Indebtedness was of two. kinds, debt given out by persons outside the 


agrarian systems like money lenders and debt which affected’ the distribu- 
tion of agricultural output. In the nineteenth century it was the latter 
form of debt that was by far the most important (Baker, p. 154). 

.  Thiscredit given out by the dominant agrarian class ensured. their 
control. over the land owned by the small peasant in addition to his labour.. 
‘Often. it would enable the creditor to direct the debtor's labour. on the. 
latter/s own land ;'the patron would supply the credit for cultivation, would l 
then bein a position to order the nature of cultivation, and would-take.pay- 
ment in-kind? (Baker, 1984, p. 156). The repayment could even be made in. 
terms of æ share of the produce (Buchanan, 1807, II, p. 269). Not surpris- 
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ingly the loans were rarely given to improve the productivity on tbe small 
peasants land as such an improvement would make the small peasant less 
dependent on credit. . 

This indebtedness was however пої a purely economic phenomenon. 
There were several extia economic dimensions to it. The nature of indeb- 
tedness was such that the small peasant could not hope to break free 
during his lifetime. Тһе ‘indebtedness was hereditary. And the creditor 
was socially required.to grant loans on certain occasions though the small 
peasant was already indebted and though no security in the form of assets 
may be provided (Nicholson, 1985, I, p. 233). 

. By the beginning of the twentieth century the extra economic dimen- 
sions of this system seemed to be on the wane. The increased commer- 


cialisation enabled several middle peasants to also give out loans. This led l 


some of the debtors to change their creditors and an important aspect of 


extra economic coercion in the credit system was broken. And the increas- , 


ing.commercialisation also ensured that the dominant class was less keen 
on the commitments that the earlier system of patronage involved, 


Effect of Irrigation 

; By the 1950s extra economic coercion seems to have осоне а 
characteristic of the past. In the villages that Epstein (1962) studied in 
1954-56, a ‘jeeta’ system had existed in which peasants and agricultural 
labourers were indebted to the dominant class for whom they worked. 
There were no fixed wage rates and families remained bonded for genera- 
tions. But by the time of the study Epstein found that the system no 
longer existed in one of the two villages she studied and in the other the 
system now worked purely on an economic basis with the loan being repaid 
by a fixed amount .of labour services. There were however, still some 


remnants of the extra economic dimension to the extent that the debtors ` 


occasionally worked without any payment only to ‘keep in’ with the credi- 
tors. Later village studies such as that of Harriss also speak of systems 
in which production for profit dominates and ‘hereditary patron-client rela- 
tionships do not exist’ (Harriss, 1982, p. 124). , 

It is important to note that this change from a system in which extra 
economic coercion existed to one which was dominated by profit was also 
influenced by other factors like the nature and extent of irrigation, For 
instance, the effect of public irrigation is seen in Epstein’s comparison 
between a wet village and a dry one. 

Іп the wet village, Wangala, the coming of irrigation saw the large 
farmers séeking to increase their landholdings. The small farmers sold 
their land because of the higher price or simply because ‘they needed the 
cash urgently’ (Epstein, 1962, p. 86). It is also likely that the small 
farmers who were indebted were under some pressure to sell their land. 


This is evident from the observation that ‘land was to be got cheaply in - 


Wangala because mortgages had not been paid off’ (Epstein, 1962, p. 87), 
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This process of the large farmer taking over the land of the small did not 
generate proletarianisation on-a large scale though the numbèr of landless 
in Wangala was more than inthe dry village, Dalena. - The process of 
proletarianisation was arrested by the fact that in Wangala irrigation was 
from public sources and hence also benefited the small farmer. -Several 
small farmers sold only a part of their land and continued to cultivate the 
rest. - With irrigation raising both the price of the land they sold and the 
productivity of the land they retained, some of the small farmers must һауе 
been able'to repay their loans. This would explain Epstein’s observation 
that some small farmers -who sold their land immediately after irrigation 
came in, later bought it back at a higher price (1962, p. 84). - 

In Dalena too the dominant farmers increased their investment, but 
but with the village land being dry, the investment went either outside 
agriculture or into wet land in other villages. There was thus no tendency 
to take over the land of the smaller farmers. The small farmers themselves 
also worked outside the village with contractors or for farmers in other 
villages. Asa result, the main agriculturist moneylender in the village 
gave loans purely for economic considerations. The poorest households— 
the untouchables—were not expected to Бе attached to any dominant 
farmer nor did they get the annual gifts of grain and hay (Epistein, 1962, ' 
р: 228). Change in Dalena therefore saw the richest farmer becoming 
more entrepreneurial while the poorest came close to being wage labour. : 
But since the change did not take place through the medium of agricul- ! 
ture within the village, there was по dramatic change in the pattern of 
landholding, ре 


Agrarian Reform Theory 
:* Before we proceed to identify the implications of the above discussion 


7 for agrarian reform theory we must first critically examine the main trends 


in existing conceptions of land reforms. Тһе liberal school views agrarian 
reforms in terms of certain specific measures such as land to the tenant 
(Appu, 1975 ; Manor, 1980) or land redistribution (Lipton, (1974). This 
view is rather restrictive. In the context of our two extreme cases it res- 
tricts itself to just one of the possible land systems, that which is close to’ 
our land relations model. Both land to the tenant and land redistribution 
are relevant only to the land relations model. 

A further difficulty with this view is that by identifying reform with 
certain measures such as land redistribution or land to the tenant, it 
divorces thé measures that constitute agrarian reforms from the nature of 
the agrarian systems that are to Бе reformed. Thus we find measures like 
lanü^rédistribution and land to the tenant are taken as reforms even іп 
systems that are closer to our credit relations model (Manor, 1980). But 
in the credit relations model these measures can have very different effects. ` 
There may be very little surplus land that can be redistributed. ‘As in the: 
case of land to the tenant programmes the effects -may be quite contrary ` 
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to what is expected, Since in the credit relations model tenants ав.үуе as; 
landowners сап belong to virtually all classes of agrarian society just as- 
those, who: benefit can include both the poorest and the farmers from the: 
dominant class. We will return to this argument a little.latter, 

The Marxist viewpoint goes beyond. defining land reforms:in terms» 
of measures to be taken. In practice, though, most Marxists assume the. 
agrarian system to be adaptations of the land relations. model. (Pearce. 
1983 ; Bagchi, 1982). Asa result though indebtedness is:known: to. exist- 
itis; primarily. seen as a means of strengthening the relationships: inthe.. 
land:relations model; (Bhaduri; 1973). Thus. most Marxists? analysis -of- 
agrarian reform: is also« restricted to the: land relations model. and -the. 
measures that can reform such a system. 


Broader Definition. 


There is, therefore,.a need for a broader. definition of agrarian: ге». 
form. One.such. broader definition. is that of P.C. Joshi (1975),; By,this.. 
definition, ‘... attempts -to alter the agrarian. system. directly can. be.. 
characterised. as.land. reforms’ (1975’ p.87) (emphasis. in original). Though. 
Joshi. acknowledges that.there сап be planned indirectly. induced. changes- 
through factors such as. ‘technology, the credit structure; or. the extent of: 
non-agricultural employment’ (1975, p.87), he does not find it-necessary, 
to allow for such measures in his definition of land reform. Asa result. 
planned changes in credit relations which are indirecily induced, such. as; 
steps taken to reduce.extra economic coercion, will not form. a part. оѓ this . 
definition of agrarian reform. 

This, however, is not a major difficulty and it can be taken care of 
by modifying Joshi's definition of land reform to refer to. planned’ attempts. 
to alter the agrarian system irrespective of whether such attempts are direct 
or indirect. З 

Using this definition of agrarian reform we can now proceed. to. 
identify the specific measure of agrarian. reforms and their economic. 
and political implications in both our credit relations and land relations. 
models. As we had stated earlier each of these systems can be transformed. 
from both. above and below. Planned attempts to change. the- agrarian. 
structure can therefore be of four different types—measures to change the 
agrarian structure from above in the land relations. model, measures to 
change the.agrarian structure from below in the land relations. model, 
measures to change the agrarian structure from above in the credit relations. 
model, and measures to change the agrarian structure from below in the. 
credit relations model. 

It must be. noted at this stage that the terms ‘reforms from. above’ 
and ‘reforms, from below’ are used somewhat differently from the. usage 
of Joshi (1975). In his usage reforms from above refer to. Government.: 
sponsored’ reforms and.reforms from below relate to those.reforms that. are; 
brought. about by the ‘political mobilisation of the ionic Inour 


. 
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usage,‘on the-other ‘hand, reforms from above refer to reforms that are 
sponsored by classes that ате dominant in the pre-reform system and re- 
forms from below refer to reforms that are brought about Бу. classes that 
are exploited in the pre-reform system. E 


Reforms from абоуе-іп the Land Relations Model 
Тһе most important measure for the land relations model to be.re- 
:formed from above is the abolition of tenancy. This is.quite different from 
за land-to the:tenants programme in the sense that when tenancy.is declared 
illegal, ample opportunities are given to the landowners to assume culti- 
vation themselves. Ав а result the landowner will use agricultural labour 
to cultivate his land, instead of tenants. On a macro scale this will lead to 
a large scale transformation of tenants into ‘agricultural labour. If at alla 
Jand-ceiling is imposed in such a reform it will be liberal enough not to 


` -ehange the land owning pattern to a significant degree. 


The economic implications of a reform can be.analysed primarily:at 
-two-evels. First, the role of the reform in.removing extra economic co- 
sercion-and, second, the impact of the reform per.se оп the returns to the 
-Gnvestor. :Wihile-the -reforms would minimise -the role ‘of.extra:economic 
- coercion, its importance would depend on the extent of such coercion:prior 

to the reforms. In this case, since it is the landlords themselves who are 
promoting the reforms, it is likely that-extra economic: coercion has.declined 
seven priorcto.the reforms. In such a case the reforms merely formalise 
s¢he move:towards.a system of production determined primarily by economic 
scórísiderations. | 
.. We:xcan:now, see whether, а.а result of the reforms per sc, the returns 
мое investor.increase in. the post reform period.: ‘By; investor we.refer to 
паї class оп which the-onus of investment falls after the:reforms. Since we 
«are looking.atithe:impact of-reforms per зе, we keep.all other factors -con- 
sstant. iln this;case the investor is the former landlord.class.and , the returns 
aprionto the reforms-would have been 


22 ce fR yl 
= where - 
R = rent the landowner received from the tenants 
-  - -i total input costs other than-the wage bill. 
y —"proportiomof input costs - (other than’the wage-bill) borne 
? - '^by'the:landlord) 
se ogy <1 


“Тһе returns to the investor after the reforms will be 


ірго —i —W 

"where 

-p = price per unit of output 

0 =output in units 9 zs uu 
w- wage bill , TE ME 
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If the reforms must lead to a greater return to the investor, then 


| R-yicpo-i-w 
ie R < po. — i(1—y) — ж 


That is to say for the reformed system to provide a better return to 
the investor, the rent that he used to receive must be less than the money 
value of his output after deducting the wage bill and the former tenants 
Share of the inputs. The value of each component of this equation will, of 

.Course, vary from case to case and it is quite possible that there will be 
cases.where the return to the landowner will be constant even after the 
reforms, i.e., when 


R-—po-i(l—y-w 


This type of reform can be achieved with minimal political changes. 
As such reforms are in the interest of the dominant class, they do not 
require any mass mobilisation of the population. At the most, political 
power.shifts froma more conservative section of the dominant class to a 
forward looking section. Asa result the post reform period does -not 
necessarily lead to a greater involvement of the lower classes in the political 
process. 


Reforms from below in the Land Relations Model 
: The most important measure in such reforms is a land to the tenant 
- pólicy: Under this policy tenancy is not only abolished but it is also ensured 

that it is the tenant the gets ownership of the land. This would mean that the 
oWnership Of land changes from the former landlord to the former tenants. 
It-is:quite possible that prior to the. reforms а section of the: tenants may 
have been converted into landless labour. In such cases the reforms from: 
below would-require an additional measure—land redistribution..: This 
measüre would: mean fixing а ceiling on all holdings and redistributing 
surplus land. Such a step would, of course, only be feasible if the old land 
distribution pattern is so unequal that the landlords are left with land in 
excess of the ceiling even after the tenants have been веце the land they 
cultivate. EL : - 

The role of this type. of reform i in removing extra economic coercion 
would once again depend on the stage of development іп the [and relations 
model at the time when the reform measures are introduced. But since 
these reforms are brought by a classs that loses from extra economic coerc- 
ion it is quite possible that the removal of such coercion is one of the gains 
of the reforms. ) 

In order to analyse the impact of such a reform оп returns to the 
investors, we can follow the same methodology that we havé used above, 
The investors after the reform in this case will bé the former tenants. Using 
the same notations as above, we know that the returns to the tenants prior 
to the reforms were 


INDEBTEDNESS AND THE THEORY OF AGRARIAN REFORM 63 


p.o—R—(1—y)i—w 

and the returns after the reforms will be 

p.o—i—w l 
The returns to the tenants will therefore i improve after the reforms if 
p.o—R—(1—y) i—w<p.o—i—w 
which is the same as 

yi< R 

Since it is extremely unlikely that the landlord would have spent 


` more on inputs than he received as rent, we can say that this type of 


reform leads to a greater economic return to the investor. 

The political implications of such a reform are also very different 
from the preceding case. In this case the tenants һауе to be politically 
mobilised in order to ensure that the reforms are implemented. Such 
political movements transform the nature of political power both during 
and after the reforms. This ensures that there is a greater awareness of the 
political process after the reforms. 


Reforms from Above in the Credit Relations Model 


The most important measure in the reforms from above in the 
credit relations model is the abolition of rural non-institutional credit. 
This abolition is done allowing the dominant classes to foreclose their 
loans and take over the land that is given as security. Such an abolition 
would mean indebted peasants would not be given time to repay their 
loans and would thus be converted into agricultural labour. . 

: As in-the case of the reforms from above in the land relations módel, ) 
itis likely that such reforms are introdued only after extra económic 
coercion is already on the decline. The dominant’ class in this system too . 
is likely to ро in fora system based entirely on economic considerations, 
only when-it is no longer possible for extra economic coercion to ‘operate as 
it had in'the past. 

- Jn order to judge the impact on retürns of such reform we use the 
samy method as in the preceding cases, with the addition of two variables, 

r'and ‘v’.r is the economic returns in a particular year to the domin- 
ant farmer from the credit he has given out. This is the amount that i is 
actually paid, whether 1 is towards thé payment of interest or the repay- 
ment of the principal. ‘v’ is the volume of fresh credit that the dominant 
class farmer is іі by tradition to "give ‘the indebted farmer. As : 
commercialisation increases v tends to decline and could rcach the zero 
level before reforms come in. In case v + 0 before the reforms come in, the 
abolition of rural credit will see v—0. Before the онаи Hicrelofe the 
returns to the dominant class can be given as 


r—v . soe 
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after the reforms the returns will be 
p.o—i—w 


The returns to the dominant class will improve after the reforms, 
therefore, if 


r—v< p.o—i—w 


How far this condition will be satisfied will depend on how repres- 
sive the rate of interest is and also how far v isfrom 0. This will vary 
from case to case. And it is possible to have situations where the post- 
reform period provides a greater return and situations where the reform 
does not change the economic return. It is also theoretically possible to ` 
have.a situation where v=0 and г is so high that it accounts for the entire 
surplus produced by the peasant, in which case the reform may even ` 
reduce the returns. But such an eventuality is unlikely because the-domin- 
ant. class.may not then press for the reforms. 

In terms of its political implications the reforms from above in the credit 
relations model are similar to the reforms from above in the land relations 
model. In this case too since itis the dominant class that is interested in 
the reforms, it does not need апу widespread political movement. :Conse- 

-quently, the implementation of these reforms do not, per se, imply а greater 
degree of political awareness. 


Reforms from Below in the Credit Relalions Mo del : ; 

In order to ensure reforms from below in the credit relations model 
it is necessary not only to abolish rural non-institutional credit. but to also 
write off existing loans. This would mean that the indebted peasants must 
"be able to retain control over their land even if the land has been pledged 
as security. In cases where.the returns to the peasants are so low.that 
they are dependent on non-institutional credit it is essential that. consump- 
‘tion and production loans are provided : from institutional sources.in order 
to remove the dependence on non-institutional credit. 
The role of this type of reform in removing extra economic coercion 
would also depend on the extent of change that has -taken_ place іп 
‘the system at the time when the reforms are introduced. But as in the case 
"of reforms from below in the land relations model, the possibility. ofthe 
"removal of extra economic coercion being a major demand.of such .reforms 
does quite clearly exist. 

"The économic returns to the indebted ағы prior to the reforms 
„wouid be 


col. a p.0.——i—r—w--v 
and the returns after the reform will be " іре 


p.o—i—w 
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P4 


The returns to the peasant will thus improve immediately after the 
reforms if 


p.o—i—r—w-+v< p.o—i—w Е 
This is the same as 
f v<r 


That is to say as long as the fresh credit the landlord gave out was 

less than the amount received by him from interest and repayments of the 

- principal the reforms would see better immediate returns to the peasant. 

In the long run the economic return to the peasant will, of course, be greater 

“ав one aspect of the reform is to ensure that the peasant is provided institu- 
tional credit on easier terms than the abolished non-institutional credit. 

The political implications of this reform will be similar to that of the 
reforms from below in the land relations model. This reform can only be 
brought about if there isa mass mobilisation of the poor peasants. As a 
result the political process in the post reform period will be characterised 
by a greater involvement of the poor peasant. І 

Before we proceed to put together, on the basis of the above, certain 
implications of indebtedness for agrarian reforms, we must first point out 
that the types of reforms we have been talking about are all bourgeois 
reforms. The above four typesall lead to the creation of a capitalist 
agriculture. It needs to be pointed out that under conditions similar to the 
reforms from below in both the land relations and the credit relations 
models, there could be socialist reforms. Such reforms may at one stage be 
similar to the bourgeois reforms from below; but in the long run the social- 
ist reforms have very different political and economic implications. These 
reforms deserve a separate discussion which is outside the purview of this 
paper. 

On the basis of the land.relations and the credit relations models we 
can identify five distinct measures of agrarian reforms—tenancy abolition, 
land to the tenant, land ceiling and redistribution, abolition of non-institu- 
tional credit and the writing off of loans taken from non-institutional 
sources. These measures are however not universal in the sense that they 
represent steps that can reform any system. Each system has Ив own 
measuresleading to a specific kind of reform. Ina system in which it is 
Лапа relations that determine not only the surplus but also the manner of 
its expropriation a reform from above would use tenancy abolition while 
a reform from below would usea land to the tenant programme. Ina 
system in which the surplus is generated on land but- indebtedness deter- 
mines the manner of expropriation of this surplus, the abolition of rural 
indebtedness to agricultural sources would be used as a reform from above 
and a reform from below Would use the writing off of loans from agricul- 
tural sources. 

When the measures related to one system are used on another the 


` 
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result will not be a complete reform. Karnataka provides one such example. 
In that part of the State where the agrarian system was akin to the credit 
relations model—as reflected in Epstein's study cited: above—tenancy 
abolition was introduced іп 1974. As less then five per cent of the house- 
holds in this district, Mandya, were tenants (Census of Agricultural 
Holdings, 1971) the effect of tenancy abolition was only peripheral. Even 
this small proportion of tenancy was spread across all classes as is reflect- 
ed in the proportion of tenants in different size classes of agricultural 
households. For farms less than 2 hectares in size, 2.22 per cent of the 
.area was under tenancy and this proportion grew marginally to 2.77 per 
cent for farms in the two to five hectares size class and 3.29 per cent for 
farms in the above five hectares category. Asa result those who lost 
land because of tenancy abolition belonged to all sections of land holding. 
households. Nearly 10 per cent of the area that was granted to tenants by 
1980, belonged to those owning less than one hectare and as much as : 
33.78 per cent of the area granted to tenants belonged to widows, minors, 
unmarried women and physically and mentally disabled persons (Records 
of the Land Reforms Office, Government of Karnataka, October 1980.) In 
other words, tenancy abolition in this region only meant that a small 
group of cultivators belonging to all sections gained sometimes at the cost 
of the poorest landowning households. 


Jf the measures taken depend on both the type of system and the | 
nature-of change, the economic implications are primarily determined by 
the nature of change. The role ofthe reform in removing extra economic ' 
coersion is likely to be greater in the reforms from below when compared 
to the reforms from above. In the case of the reforms from above in the 
land relations type of system and credit relations type of system the reforms 
themselves do not necessarily lead to a change in the economic returns to 
the dominant class. As we have seen the returns in these cases depend on 
theextent of surplus expropriated before the reforms and the wage bill 
after the tenants or small holders are converted into agricultural labour.: 
Since it is the same dominant class that can determine both, the reforms 
perse do not guarantee an increase or decrease in returns. In fact, if the; 
pre reform systems are іп the stage of pre-formal capitalist development, 
the reform merely formalises the changes that have already taken place. 
On the other hand, in the case of the reforms from below in both types of 
systems we find that it is very likely that the returns to the tenant or poor 
peasant, improve as a result of the reforms. 


The political implications are also influenced more. by the nature of 
the reforms rather than the type of system. In the case of reforms from 
übove a mass based political movement cannot be considered essential in 
both the land relations as well as the credit relations type of systems. It is 
the reforms from below that require a mass based political moverent. 
Consequently it is the reforms from below in both types of system that lead 
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to a fundamental change in the political character of a region after the 
reforms. 

The impact of indebtedness, therefore, is primarily to change the 
nature of a system and hencethe measures needed to reform it. Though 
the political and economic implications may be similar in both the credit 
relations types of systems, the reforms themselves cannot be brought about 
unless the nature and extent of indebtedness is fully understood in each 
specific case. 
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Book Review 


Wage Indexation іп India 


POONAM GUPTA AND SANJEEV GUPTA, “Cost of Living Adjustment: A 


Study of Dearness Allowance”, Birla Institute of Scientific Research, 


New Delhi. (Allied Publishers, 1986; pp. ix+181; Rs. 75.00) 


ONE of the major achievements of the organised working class in the market 
economies of the world, where wages are settled between employers and 
employees through collective bargaining, is its right to obtain wage com- 
pensation against inflation from time to time through an agreed rate of 
dearness allowance for a given rise in cost of living. While this has become 
a time-honoured practice, especially since the World Wars, the actual 
system of calculating the rate of dearness allowance varies not only from 
country to country but also within different sectors in the same country. 
Such differences in dearness allowance calculations are so pronounced in 
India that it could be fairly accurately identified as the most important 
factor that distorts the overall wage structure in the economy. 

The book under review is an attempt to catalogue the differences pre- 
vailing in the determination of dearness allowance in various sectors of the 
' Indian economy, its movement over time and the possible burden in total 


wage costs by the turn of this century. The underlying motive behind the | 
-work, as is indicated in most of the chapters, is to warn the policy makers. 


and the captains of industry that ‘a developing economy like ours cannot 
really afford to pay wages several times higher than the average per capita 
income to relatively unskilled employees’. When we have succeeded in 
creating a large reserve army of unemployed, which is the characteristic 
of every capitalist economy, we should have seen to- it, according to 
the authors, that the wage movement also reflected the state of labour 
market in the country. In the absence of any conscious effort in this direc- 
tion and especially because of the unfettered movement of dearness 
allowance in wages, they find several undesirable consequences that have 
taken place in the economy, namely, (i) the hierarchical difference , between 
thelowest and the highest wage earners is narrowing down fast, (ii) the 
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ever increasing wages һауе strengthened the bargaining capacity of the 
working class, reducing thereby its - efficiency, and (iii) prevention of the 
fall in real value of money wages through periodic upward adjustments of 
dearness allowance has in recent years reduced strikes and, thus, the 
freedom that the employers could have had in ‘hiring, firing and lay-offs’. 
In spite of such reactionary out bursts, unsupported by objective facts, 


` the book brings together in one place the different practices followed for 


"wage fixing in the economy and serves as а useful reference to those who 
like to know the service conditions of employees in different sectors. Sett- 


. ing aside the conventional introduction and conclusion, the book is 


organised in the following order : a textual reproduction of the theoretical 
writings on indexation of wages; experiences of indexation in Western 
capitalist economies; the methods, trend and future wage-burdens of India's 
private corporate sector, governments at the centre and the states, and 
the public sector undertakings ; and lastly, the biases involved in the 
"official consumer price index numbers which are used for indexing wages 
and salaries. 
Though the idea of indexation, i.e., a formally evolved mechanism for 
automatic linking of wages, loans and other monetary payments with an 
index of prices, could be traced back to the writings of Jevons, Marshall, 
Pigou and even Keynes, it was Milton Friedman who, in recent times, 
vigorously advocated the use of indexation or "'escalator clauses” to deal 
with the inflationary upsurge in prices. Friedman argued that controlling 
the rate of growth of money supply, which is essential for easing inflation, 
-being politically difficult for governments, as-it leads to a reduction in their 
revenue and, therefore, to cutting down of public expenditure or to raising 
of taxation, the only politically feasible way out for ending inflation 
-is the use-of indexation or ‘escalator clauses'; that is, when inflation 
‘actually goes up the ‘escalators’ should: be used to proportionately raise 
‘all prices, wages and interest rates so that nobody loses from the rigours of 
"inflation. In ‘actual practice, however, this does not work as envisaged. 
" Some of the military regimes of Latin America which followed Milton Fried- 
man’s advice had to face an unprecedented upsurge in prices,- reminiscent 
of the inflation in'pcst-war Germany, causing a drastic reduction in real 
"wages, shift in income and wealth from labour to capital and from smaller 


-. to bigger capital, impoverishment of the workers despite rising money wages, 


“flight of capital out of the country in the form of growing share of profits 
"to foreign investors, and so on’. This aspect of indexation: is not the pre- 
occupation of the authors. Therefore the widely discussed recommendations 
“of a group of economists in the early seventies, known as SEMIBOMBLA, 
` for the adoption of a Friedman-type “escalator clause’’ to deal with India’s 
inflation of that time do not find mention in the book. Vo 

The Main Issue o Ls 22 
The ‘burning’ problem that the book’ addresses itself to is whether 
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wages and salary earners in India deserve dearness allowance for every rise in 
‘cost of living, as reflected in the estimated consumer price index numbers. 
In most of the Western capitalist countries the authors find that the rise іп 
cost of living is not fully compensated in wages-as in India. For example, 
in the USA a portion of the legally settled dearness allowance is withheld 
by the employers for the provision of future fringe benefits to the workers. 
Іп some of the European countries like Denmark the price rise caused by 
indirect taxation is not compensated through an increase in dearncss all- 
owance to the workers. The authors argue that, since indirect taxes imposed . 
Бу government are expected to be borne by everyone in the economy, we 
'should think of, as in Denmark, leaving the price rise arising from indirect 
taxes out of the purview of dearness allowance payments. р s 
They do not say what is the proportion of indirect taxes in the total 

tax revenue and the extent of price rise caused by indirect taxes in Den- 
mark. In India, however, it is well-known that the direct tax base is 
-being gradually reduced over the years,—more than 80 per cent of the 
total tax revenue is collected through indirect taxes? imposed mostly on 
essential consumption goods. These taxes are immediately reflected in 
market prices. If the workers are not to be given compensation when 
their costs of living go up, the very basis of dearness allowance payments 
becomes meaningless. 


The Price Index / 


, An objection that is raised against the existing system of dearness 
allowance payment is that the consumer price index used for determining 
the rates of dearness allowances is ‘upward biased’, as itis estimated by 
.using;the weighted arithmetic mean instead of weighted geometric mean. 
It is argued that, owing to the upward bias in the index, dearness allowance 
forms a very significant proportion of the total emoluments and, for 
certain .categories of employees, itiseven more than the basic wages ; 
there.are also instances of dearness allowance moving faster than the actual 
* rise in the cost of living. That is why, according to the authors, in the 
private corporate sector the cost of labour and, therefore, the cost of pro- 
duction have gone up; in government, non-development expenditures do 
not come down to reasonable limits ; in public sector undertakings, losses 
are mounting. 

It is true that the arithm?tic mean has an upward bias, as compared 
-with.a downward bias for geometric mean.? То say that because of this 
or any other statistical estimation procedure the consumer price indices 
are upward biased, we should be ignorant of many other factors which 
.are more important in determining the trend of the indices. On the.other 
hand,these indices are widely criticised for suppression of inflation on 
several counts, namely, (i) the prices utilised for its compilation are not 
the actual retail prices paid by the consumers but the prices quoted in the 
wholesale market ; (ii) fixed rates of controlled commodities notified by — 
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fair price shops alone are used in the index, rather than taking an average 
of controlled: and open market prices of commodities, in proportion to 
the ratio of availability from both the markets ; (iii) specification of items 
included in the index scheme is mostly inferior, even if the commonly 
consumed varieties are mostly medium and superior ones ; and (iv) the 
number of items included in the index basket does not include certain im- 
portant items of mass consumption.‘ 

The authors have marshalled the information regarding dearness all- 
owance payments from various private industry groups of the major 
producing areas of the country, as also from governments and public 
sector units, to prove that this component in the wage costs has assumed" 
alarming proportion, in the entire economy. According to the information 
gathered by the authors, dearness allowance as a proportion of basic wages: 
in the private corporate sector has gone up from about 60 per cent in 1979 
to more than 120 per cent by 1983. In public sector undertakings and 
government, the problem is not only the rising dearness allowance but also 
the distortion of wage structure caused by full neutralisation of wages 
against inflation for lower level workers in contrast to partial neutralisation 
` For top level officials. If this trend continues, the authors estimate that, by 
the turn of this century the total amount of money required to meet the 
dearness allowance of the central government alone would work out to Rs. 
15,710 crore, which represents an increase of 700 per cent over the pay- 
ments іп 1982-83. 

Interestingly enough, while examining the dearness allowance structure 
in the private organised sector, the authors find that only 44 рег cent of 
the units belonging to food manufacturing, chemicals, paper and paper 
products, textiles, tyres, cigarettes, cement, engineering, etc., pay dearness 
allowance to their workers (Table-1, Chapter IV). In the remaining 56 per 
cent of these industries the workers are paid fixed wages, without being 
‘indexed’ for the changes in the costs of living. The authors do not seem to 
have anything to say about this. What they are actually worried about is 
the fast movement of dearness allowance and its predominence over basic 
wages. ; 

Anybody who has some knowledge about the wage policy in India is 
aware that wage revisions take place in various sectors once in four to four- 
teen years. Between two wage revisions, the dearness allowance, wherever 
payable, has to go up in most cases above the levels of basic wages under 
the existing trend of inflation. But if it has moved faster than the costs of 
living, the authors could have been justified. However, neither their data 
nor the data officially available elsewhere substantiate this contention. For 
example, the per capita emoluments of the public sector employees in rela- 
tion to average all India consumer price index (1960--100) is available on 
а time series basis from 1970-71 to 1985-86.5 During this period when the 
emoluments in the public sector went up by 37.5 per cent at 1960 prices, the 
consumer price index increased by 246.7 per cent. Still the authors raise 


72- l ŠOCIAL SCIENTIST - ; 


eye-brows against the public sector organisations which, according to them, 
are high wage islands in the economy and ask : can our economy afford to 
pay such high monthly salaries, especially when the reserve army of un- 
employed would be prepared to work at lower wages ? (p. 135). 

"Taking the economy asa whole also, wages do not seem to have 


moved faster than the payments to other factors. If we look into the nati- . 


onal income accounts, it can be seen that wages and other compensations 
to the employees as a ratio of net domestic product at factor cost was 41.8 
per cent in 1978-80, whereas it has reduced to 41.5 per cent in 1983-859. | 
. It is true that, just as many other distortions, there are distortions in 
wage structure too in the economy. If these distortions are due to dearness 
allowance- payments, these are also partly due to non-payment of dearness 
allowance to a very large section of the employees. In а subject of study 


thatis intended to bring out these distortions, the readers would expect. 


certain policy suggestions as to how these distortions could be removed. | 

The suggestions which the authors have for removing the wage distor- 
tions in India are:(i) dearness allowance should not be given to the 
workers and salary earners as and when there isa price rise and for all 


- components of price rise; and (ii) the payment of dearness allowance should! 


be based on а flat rate system rather than on а system of percentages to 
basic Wages. We have already mentioned earlier about the former. As regards 
the latter, i i.e a flat rate system of dearness allowance, it is in existence in 
the public sector enterprises. Still the authors have themselves found sharp 
distortions i inthe wage structure ofthese enterprises. Moreover, it is not. 
known how the wage distortions could be corrected by switching over from, 
percentage to flat rate system of dearness allowance and by non-payment ` 
of dearness allowance to some of the increases in costs of living, when there . 
are many other factors responsible for wage distortions in the economy. . 

The book leaves unanswered not only this but every pertinent question. 
that one may raise on wage policy. 
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Editorial 


ASHOK MITRA — ^ "^- "^ ANC. 


" 


| FOR CENTURIES оп end, China has cast her spell on countries and 


territories to her south. Her contributions to human civilisation encom- 


pass a remarkable spectrum of both philosophy and praxis. As is only to be 
expected, India and China have, throughout the epochs, shared experien- 
ces and exchanged thoughts and ideas. And yet, the sense of distance has . 
not ever quite dissolved. The Himalayas have been alink as much as a buf- 
fer. Іп the more recent past, both countries have embarked on important 


‘ ^ economic experiments : in the case of China, іп the wake ofa people's 


democratic revolution whose sweep is unprecedented in history, and in 
India, following the withdrawal of the British but without the accompani- 

ment of any major socio-political restructuring. There was vast scope to 
learn, at our end, from China’s achievements as well as travails in the post- 
liberation phase. Unfortunately, the difficulties arising from disparities in 
social systems apart, there were other problems too affecting com- 


munications between the countries. Incidents in the early 1960s following 


the dispute over territorial jurisdiction rudely interrupted the flow as much 
of general\ information as of scholarly exchanges. It has been a slow 


' recovery since.then to a situation which can be described as ‘normal’. 


Meanwhile, the People’s Republic of China has continued to proceed 


: along a dynamic trajectory. Her experiments with socialist construction 


have been marked by major gains, but also by major occasional shifts in 


strategy. The Great Leap Forward led to some noteworthy innovations, 


and also to some noteworthy set-backs. The-Culturàl Revolution, which 
convulsed China even as it shook the philosophical foundations of 
socialist thought in many other parts of the world, added a sombre chapter 
to the annals of the country's socio-economic development. Many of its 
preambles have since been discarded, but since history is irreversible, what 
the Cultural Revolution rendered to China's economy and social structure 
is now part of the datum, and cannot therefore be altogether ignored. Dur- 
ing the past decade or thereabouts, China has made adjustments in both: 
theory and practice, while grappling with the problems of both socialism 


ii 

and development. These adjustments have transmitted signals to the out- 
side world not always easy to interpret. Perhaps their impact on the domes- 
tic system has been even more far-reaching. Many assumptions are 
apparently being examined afresh, and much of the arithmetic of growth is 
being redone. In a socialist society, movements in the different spheres of 
activity are inextricably correlated; the consequences of. the new 
experiments thus could not but be pervasive. To us in India, thé image of 
many of the more recent developments is either compartmental or filtered 
through grossly distorted lenses. А sense of bafflement therefore persists in 
assessing the quality and content of the ongoing process of deVelopment. 
But.it is also accompanied by a general keenness to learn a great deal more 
about events unfolding in that great country. 


One major fact, however, stands out. Socialist construction in post- 
revolutionary China has not reached a dead end. Even the apparent shifts 
and switches in the methodology of development suggest that the post- 
` liberation dynamism is yet to run its course. China remains a dazzling 
hothouse of social experiments from which outsiders can expect to learn 
much. For Indians, China's experience, her mistakes and disappointments 
not excluding, has an even greater relevance. We have the largest popula- 
tion mass after China, our -social and cultural complexities are not 
altogether dissimilar from China’s and the problems of capital resources, 
human efficiency and adaptive technology with which China is grappling 
evoke an echo along our shores. 


The articles are in the nature.of comments by a number of Indian 
social scientists on aspects of the recent socio-political and economic 
developments in China. These articles were invited by the editorial 
board of Social Scientist, and are included in special issues of the 
journal. The journal's invitation was addressed to social scientists who 
stand at some ideological distance from one another. This was done on 
purpose, since it was considered important that developments in China be 
appraised not just with dispassion but also from diverse angles of vision, 
allowing readers the opportunity to reach their own overall judgement. 


Most of those who were invited to contribute had the advantage of 
having visited China in the recent period. Besides, a contribution on the 
problem of China's minority nationalities was received from the Institute | 
of Nationality Studies of the Chinese Academy of Social Sciences: Given 
its authoritative nature, this communication from Liu Xingwu and Alatan : 


helps to narrow a major gap in ourinformation. The minority nationalities: ' 


do not add up to more than seven per cent of China's total population, but 
the detailed manner in which the authorities have gone about to help them 
sustain their identity, and at the same time integrate them with the 
mainstream of national endeavour, offers significant clues to the approach : 
that could be adopted by other nations having identical or similar.. 
problems. 


Pravin Visaria contributes a paper o on China’ s demographic trends. : 


iii 


He has availed of both internal and external sources of information, and 
has not éven flinched from making use of $ome data independently pro- 


. cessed in US academic circles. This paper too, we believe, presents impor- 


tant data not easily available elsewhere. It also takes a careful look at the 
ineasures the Chinese authorities have periodically adopted to enforce the 
collective social discipline crucially relevant for the success of the nation's 
long-term demographie goal. D 

The two papers by K.S. Krishnaswamy and A. Vaidyanathan deal 
with the principal problem thrown up by the economic experiments over 
the past decade. Krishnaswamy is critical but also comprehensively sym- 
pathetic in his approach. He intersperses his analysis of the officially 


„declared economic programmes with meticulous description of what he 


could observe with his own eyes; he reviews the critical economic issues 
underlying the programme of Four Modernisations, and speculates, in a 
limited manner, on the frontiers of feasibility and the dangers the current 


„experiments might run into. And he cóuld be right in his prognostication 


that sóme of the emerging contradictions are not amenable to easy 
resolutions, so that major ideological battles lie ahead. 


Vaidyanathan finds many parallels between Chinese predicaments 
and those afflicting India, even in such areas as technology importation 
and the management of irrigation. He shares Krishnaswamy's scepticism 
in regard to the equilibrating nature of the farm. production plans 
embarked upon in the Chinese countryside since 1978. Whether the princi- 
ple of co-sharing which the communes exemplify will be able to withstand 
the shock administered by the tryst with limited-private profit-making 
remains, according to him, an open question. He is also of the view that 
inter-regional income disparities are likely to widen as a direct conse- 
quence of the new experiments. 


On both these issues Utsa Patnaik seems to hold a somewhat different 
position. Her paper, belonging to the genre of applied micro-economics, 
provides a detailed commentary on the social contracts which China's 
rural development plans and projects have embodied since the early 1950s. 
Her study of three communes characterised by different specificities —and 
ofa production brigade — leads her to conclude that the recent changes 
have not in fact meant any radical departures from the principles which 
provided the motive force to the producing communes of the immediate 
post-liberation period. In other words, it is controlled experiment China's 


` leaders are currently engaged in in the countryside and there was no ques- 


tion of any total overhaul of the socialist agricultural system. What is being 
attempted is a certain "flexibility in production relations’, and the gains in 
the form of diversified growth have to be weighed against the not-to-be- 
denied prospect of a reemergence of pronounced i income inequalities. Tue 
debáte, Patnaik thinks, is far from resolved. 


Deepak Nayyar s paper on the role of the external sector in China's 
economic development breaks new ground and presents hard data, based 


іу 


on official Chinese sources, not hitherto available to the outside world. 

: What is noteworthy is China's success in developing trade relations with 
developing countries to an extent way beyond India's capability despite 
the latter's more pronounced 'open' system. Nayyar is however not sure 
whether the country's external sector would be able to cope with the pace of 
change the Four Modernisations have set in motion. 


Nirmal Chandra'spaper is of a somewhat different genre. He analyses 
the fruits of planned economic endeavours in the Soviet Union, India and 
China in terms of a comparative format and comes up with some interest- 
ing results. The principal point that emerges is that while the gains which 
the centralised experiment in the Soviet Union secured for her people are 
truly outstanding, to repeat its pattern in other economies is unfeasible in 
today's context, and there appears to be a need to move in the direction of 
China's decentralised planning. He also refutes Vaidyanathan's view that 
the Chinese strategy of decentralised growth has led to an intensification 
of regional disparities; on the contrary, it has, he feels, markedly con- 
tributed to fuller employment and to a wider dispersion of rural indus- 
trialisation based on appropriate technologies. 


G.P. Deshpande's short paper draws attention to the underlying con- 
sistency in China's foreign policy since the liberation. The apparent 
occasional shifts experimented with by China in the area of foreign policy 
are, according to Deshpande, the products of neither passing ideological 
whims nor subjective predilections; the principle of the policy remains fir- 
mly entrenched, and so too the global view China has of Happenings 

' elsewhere in the world. - 


"Malini Bhattacharya's sensitive account of daily life in China's cities 
and villages tends to confirm Utsa Patnaik's impressions. Her paper is ате- 
affirmation of such central facts as that the Chinese masses remain wed- 
ded to socialist practice, that things are still in a state of flux, that a zig-zag 
course, with trials and errors thrown in, is only to be expected, and that it is 
not easy to get rid of feudal tendencies nurtured over the centuries; but that 

-what matters, is that the positive developments ‘far outweigh the 
negative ones. 


`L , 
. The contributions present а set of views on how China is doing, 
- the directions she might take in the near future and.the problems 
she might have to encounter in the process. True, here and there, sharp 
divergences mark the conclusions the individual contributors have arrived 
at. Perhaps, given the nature of unfolding events. in China. this 
heterogeneity in formed impressions is inevitable. The essays here tell only 
“а compartmental story of the magnificent saga which is China. The coun- 
try will continue to be a source of wonder to outsiders. In a sense, despite 
the cataclysmic events of the past sixty years/it is still very much the Mid- 
dle Kingdom and perhaps it is beyond the pale of itinerant observers, even: 
those who are sympathetic towards the republic and its people, to be able to 
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compose a total picture of how the ecónomy and the society of China have 
been moving. ; 


Even after this caveat is entered, the — remains to reach one 
or two broad generalisations. The Party Congress held in October last rep- 
resented an important milestone in post-revolutionary | China's history. its 


- proceedings shed,considerable light on the pattern of forthcoming domes- 


Тіс developments. Obviously, the’ party is very much in command. 
Whaiever social experimentations take place in the subsequent years will 
take place under the supervision-and direction of the party. Before it is 
resolved in fields and factories and universities and office canteens, the 
debáte over the nation's socio-political restructuring will therefore have to 
be settled within the portals of the party. In the circumstances, it is hardly 


_ surprising that several contradictions are emerging. In the context of the 


felt need to raise farm production and productivity, a degree of com- 
promise has been called for over the past decade between commune level 
planning and the methód of private incentives. 


The emerging contradictions have not been denied at any level, апа 
the march for an optimal mix cannot yet be suspended. The solution can- 
not be uniform for different parts of the country either. It may also 
undergo mutation in the course of time: there i is likely to be considerable 
switching back and forth. Contradictions. many of which, for instance, 
have been referred to by K.S. Krishnaswamy in his paper, will also rear 
their head at.the level of industrial plants and in general industrial plan- . 
ning. Experiments aimed at the liberalisation ofthe control apparatus and 
encouragement of foreign trade will pose similar challenges. Devices 
borrowed from so-called liberal systems have their relevance; but they also 
carry their risks. Deepak М№Маууагѕ paper draws attention to the radical 


. transformation of China's external economic accounts which has taken 


place in recent years: A pattern of ‘stop -go is nonetheless almost inevitable 
іп the- management of international transactions. Excessive imports will 
have. consequences for the foréign exchange reserves. At the same time, 
any inordinately high export surplus could lead to heating the economy 
with attendant impact on domestic prices. For while China is likely to con- 


. “tinue with her thrust towards imported technology, including managerial 
. „technology, the.nation's ‘decision- makers would be most reluctant to lose 
control over the internal price structure. True, alongside the experiment 


over the liberalisation of productivity, there will be attempts at liberalising 
prices too. But public distribution of key commodities and publicly direc- ` 


ted allocation of key resources can be expected to be major levers of the 


economic system and price-management will therefore continue to follow 
the command of politics. Up to a point; China's involvement in exports, 
particularly to the South Asian countries.has also been influenced by inter- 

national political factors; there is little reason to assume that the influence 
of the latter will abate in the future. А 


Those holding the view that the signals beamed by: the Party Congress 
are indicative of a unilinear movement towards full- scale économic 
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liberalisation are therefore perhapson the wrong track. Sharp swings һауе” 
of course characterised the political and economic management of the 
Chinese system over the past four decades. There is a continuum nonethe- 
less. It is as if the nation has been trained to get adjusted to a repetitive 
series of rectification: programmes and campaigns; sometimes the rec- 
tifications are from the left to the right, sometimes it is the other Way round. 
The overriding concern of those currently in charge of the polity is to raise 
the level of. productivity across-the-board. The Four Modernisations in 
their totality are little more than a tactical manoeuvre. Once they enable 
the Chinese system to reach a level of per capita efficiency which compares - 
with what it was, let us say, in Japan in the sixties or in South Korea in the 
seventies, a further switch in practice might wel! occur. Whether such an 
event will come about, or, if it comes about, in what form will depend upon 
the impact of the Four Modernisations on the internal political system. 
Would the current exercises lead to a dilution of ideology and a corres- ` 
ponding dimming of the long-range vision of the socialist millenium ? 
“Would it threaten a gradual weakening of the political control of the par- 
ty ? The Chinese leadership is obviously still travelling along a learning 
curve. As long as they retain control ofthe overall mechanism, it is given to 
them to put a brake to the on-going schemes and activities should the con- 
tradictions reflected in them turn out to be unresolvable. It would then be 
the resumption of ‘stop-go’. 
^. Twoseparate speculations seem worth indulging in. Suppose the Four 
Modernisations are permitted to continue without interruption till the end 
ofthe century. would China be able to attain an explosive rate of economic 
growth, as the Soviet Union suceeded in attaining during some years in the 
1930s and immediately following the end of World War II ? Would this 
high rate of growth be propelled by the purchasing power of the 1.2 billion 
of its citizenry ? Would China's dependence on the rest of the world be less 
or more than it is today ? Or would it be that the contradictions between the 
logic of the Four Modernisations and the compulsive need to maintain the 
command of the Party would lead to an impasse fairly early so that another 
series of rectifications would ensue ? 


The second speculation is with respect to the vision of the socialist 
man. China’s revolution is only a little more than one-half the age of the 
Soviet revolution. Even in the latter country, there is of late an abatement 
of emphasis on the goal of reaching the point where socialist construction - 
would reach its climacteric, so much so that a Stateless society would be the 
natural outcome. The call for perestroika is basically to attain the same 
short-term objectives as are set out in China’s Four Modernisations pro- 
gramme. Both stress interim measures with their focus on organising the ` 

. economy in a manner which would lead to the deepening of opportunities 
to each citizen and to acceleraton of aggregate economic growth. Would. 
such an admittedly limited pursuit waylay the other goal of transforming 
human values, attitudes and emotions ? The Cultural Revolution was a 
victim of its own excesses. Butthe premise it was based upon would seem to 
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. be still of some relevance. What is socialism for, if not for the substitution 


of private incentives by the spirit of collective fellow-feeling and co- ' 
sharing ? Are price incentives being experimented with in the short period 
in order to liquidate the need for such incentives — and the urge for private 
profit-making — over the long run ? These are the great issues of socialism. 
The current experiments in the Soviet Union and China differ in detail. 
There is still an area of convergence as far as short-term objectives are соп- 


‘cerned. Would the long-term goals also converge, or would they prove 


chimerical in both cases ? The contributions here* do not have the answer 
to the puzzle, but the discussions, we hope, illuminate. several nuances of 
the on-going process in China. 


" * The articles appear in two issues of Social Scientist, namely, Nos. 174-175 and No. 176. The 


former include articles by Pravin Visaria, A. Vaidyanathan, Utsa Patnaik, KS. Krishnas- 
wamy and Deepak Nayyar, while the latter includes articles by N.K. Chandra, Liu Xingwu 
and Alatan, G.P. Deshpande and Malini Bhattacharya. 
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PRAVIN VISARIA 


Demographic Trends and Population 
Policy in China* 


CHINA, WITH a population of over 1,060 million perons at the end of 
1986, accounts for 21.4 per cent of the total population of the world (4.96 
billion) and for 28.1 per cent of the total population of developing countries 
(3.77 ЪШіоп).! China's land area of 9.6 million square kilometres makes it 
the third largest country in the world (after the USSR and Canada), with a 
population density of 109 persons per sq. km. (less than half that of India's 
231). However, since only 11 per cent of China's land is considered arable, 
the difference between China and India with respect to density per square 
kilometre of arable land is much smaller. 


Although China retains the first rank among the natione of the world 
with respect to population size, the annual increment in population has 
been higher in India than in China for almost a decade now. Underlying 
this is China's unique success since about 1971 in sharply lowering its birth 
rate. To understand this development in the comprehensive perspective of 
demographic trends in China since its ‘liberation’ in 1949 is the objective of 
this paper. 


The discussion which follows has been facilitated because of the 
Chinese having conductéd the third national census with a reference date 
of July 1, 1982. The census schedule was quite detailed and its results have 
been published with remarkable speed. China has also begun sample sur- 
veys to ascertain its current vital rates, the results of which are published 
within two months after the end of the calendar year. These data are con- 


* The preparation of this paper has benefited from a brief exposure to China during 30 
August — 10 September 1986, when the author visited Beijing. Shanghai and 
Guangzhou (Canton) as a member of a delegation of Indian social scientists. The group, 
sponsored by the Indian Council of Social Science Research, participated in a three-day 
joint seminar on ‘Planning and Socio-Economic Development’. organised by the 
Chinese Academy of Social Sciences and the ICSSR. 
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sidered more reliable than the earlier information about China’s popula- 
tion that was based on the traditional household registers. 


A Committee on Population and Demography, appointed by the 
National Academy of Sciences of the United States and chaired by Ansley 
"Coale, has carefully sifted the available data from China. The resulting 
adjusted estimates are preferable to the official data that suffer from vary- 
ing degrees of underestimation of birth and death rates. Of course, a large 
country such as China has sizeable inter-provincial variations in the 
quality of data and also in the manner in which various policies announ- 
ced at the central or national level are implemented. This rich variety of 
-differences cannot, however, be covered in the present paper which relies 
for most purposes on the adjusted estimates. 


KEY DEMOGRAPHIC DATA 


Table 1 summarises the key statistics about China’s population 
according to the censuses conducted in 1953, 1964 and 1982. The average 
growth rates for the inter-censal period can be compared with the rates of 
natural increases shown іп the second segment of the table. In the absence 
of significant international migration, the rate of natural increase equals 
the growth rate. Also, the estimated' death rates are supplemented by the 
information on the life expectancy at birth or the average age at death. 


The data on the size and inter-censal growth of China's population 
suggest that the post-liberation period witnessed a significant rise in the 
growth rate, which was much higher than the estimated average rate of 0.5 
per cent during 1900-50 (and zero during 1850-1990). Besides, the average 
rate of growth during the 18 years between 1964 and 1982 was higher than 
. during 1953-64; but the vital rates for the intervening years need to be 
examined to understand some of the momentous changes. 


Within the first inter-censal decade, the birth rate was between 40 and 
44 per 1,000 population up to 1957 and the death. rate was on the decline 
from a peak.of about 29 in 1954? During 1958-61, the years of the Great 
Leap Forward and the ensuing crisis, the birth rate declined and the death 
rate rose sharply so that during 1959-61. the population actually declined. 
The lost births are reflected in the age pyramid of the population 
` enumerated by the 1982 census-in the form of sharp declines in the age 
group 21-24 (see Figure I). The peak death rate during 1960 was almost 39 
and the birth rate during the same year was 25. The number of excess 
deaths,was 27 million for the three-year period. But for these excess deaths 
and birth losses, the rate of inter-censal growth during 1953-64 would have 
been higher. 


. The birth rate reached a low of 22 during 1961 but recovered to 41 dur- 
ing 1962, 47 during 1963 and 41 again during 1964. The death rate declined 
sharply during 1964-66 and has continued to show a downward trend since 
then. The result was an acceleration of the rate of population growth to an 
unprecedented 2.7 per cent during 1964-66. It stimulated a resumption of 
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‘Table 1 
KEY-STATISTICS ON CHINA'S POPULATION: 


Main Characteristics. 





Date of cerisus estimates: Population Average annual Sex ratio (males) ` Urban popu - 
: 1 . growth rate — per 1000 (females) lation (percent) 





1.7.1953 |: ^ $80.65. — f -1075 - 3 12.9 


1.7.1964 694.6 L6.. ы ИЕ 19.1 
1219822 — ^. . 10082 21 , 7167. . 209 
31121985*. `> 10453  - 1 1069 " 36.6 


*Estimates 


Vital Rates per 1000 Population 





Period/Year . cie Birth fate -  - Death rate Rate of natural increase | . 
1953-55 2 5 ^" 49 . 25.7 5" M . 35, 172 , 
1959-61 -~ 21% 253 27.5 7 д "22 7 
1964-066 > |^ 396 542105 271 ' 
1971-73 - 22.0 2 86 7 р 234 | 
1980-81 . : “19.8 22273 i s uw 125% 
1981* 20.9 i 64 . Ж 145” 
719827 ^ 214 ^ 66 : 145 | 
1983* 18.6 б 7l > ies 1.5 , 
1984*^ -" .. : 17.5 ' 6.7 . ` 4 5108 

1985% 21780,7 22-66 ка NE 212. 
1986* . » -208 67 . 141.; 


"These estimates have been reported by the Statistical Bureau of China. Estimates for earlier 
years are based on revised figures presented in Ánsley Coale's report on China: 


Life E xpectanicy at Birth (Years) 





Period/Year EC :' Males Te; Females 
1963-64 re 2 42 - i - 456 , E 
1964-82 - 61.6 62 . ! 
1981 > x 22070664 694 








Sources: 1. State Statistical Bureau „Statistical Yearbook of China, 1985, Beijing . 1985.. 


` 2. Ansley J.Coale Rapid Population Change in China, 1952-82, National Academy | : 
Pess. Washington. D.C.. 1984. p. 66. р 

| 

3. Judith Banister and Samuel H. Preston, "Mortality in China’. Population and 
Development Review, Vol. 7,Мо. 1. March 1981. pp. 98- 110. 2 
UA press release i in /ndian Express, Ahmedabad .February 18, 1987. i 
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the propaganda for limiting family size, which was interrupted during the 
years of the Cultural Revolution, but which was revived during 1971 and 
has continued since then with fluctuating emphasis but remarkable 
Success. 


Béfore we-look at the інде of family planning activities in 
China, a few other key. characteristics of the population deserve а brief . 
discussion. 


DEFICIT OF FEMALES IN ела 


China seems to share with India, Bangladesh, Pakistan and Sri Lanka 

marked deficit of females in the population, which is known to be due 

mainly to tlie higher risks of death faced by the fair sex. In most of the 

developed countries of the world, the so-called weaker sex is found to be 

biologically sturdier and therefore the situation prevailing in the Indian 
- subcontinent and in China seems anomalous. 


- The high quality of Chinesé age statistics facilitates an interpretation 
of this anomaly. Ansley Coale has noted-the excess of males among the 
birth cohorts of 1951-52 back to the cohorts born about 1940in all the three 
censuses of 1953, 1964 and 1982 and infers that 'those born before about 
1952 ехрегіепсей higher female than male mortality'* A lower life expec- 
tancy at birth among females than among males has been estimated earlier 

- from a survey of over 46,600 farmer families interviewed during 1929-3] in 
119 localities of 16 provinces under the ыны of J.L. Buck of 
Nanking University? 


Also,the abridged life tables for both. 1953-64 and 1964-82 constructed 
by Coale show higher death rates for females than for males up to age 10. 
Likewise, the estimates of life expectancy at birth among women in urban 
Beijing in 1950and 1953 were lower than for men.‘ While the situation has 
certainly improved since then,the Chinese scholars confirm that the tradi- 
tion of placing a higher value on sons than on daughters has not altogether 
disappeared from the country. . 


Тһе other possible explanations of the reported deficit of females are : 
-(i) the sex ratios at birth (SRB) (ii) selective undercount of females. As for 
the former, the sex ratio of third or higher order rural births.reported in a 1 
рег 1,000 sample fertility survey conducted after the 1982 census, was 
. significantly above the normal range of 104-106; but the likely explanation 
seems to be selective under-reporting.’ It is unlikely to be a real con- 
tributery factor. E 


More importantly, however: the 1 per- 1,000 sample fertility survey 
indicated-a markedly lower sex ratio (1,028) than the 1982 census (1,068). 
The differences between the estimates of sex ratios based on the census and 
the survey were marked particularly in ages 20to 60 and Coale has conjec- 
tured that less care was taken in establishing the de jure population of the 
‘households’ in the census than in collecting the detailed marriage and fer- 
tility histories’ in the survey *It may be so and therefore the actual deficit of 
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females may be less than what appears in Table 1. However, the practice of 
female infanticide did prevail in China in the past and it did re-surface as 
the ‘one child family’ policy, discussed below, was implemented? 


URBANISATION AND MIGRATION 


An important variable discriminating between population charac- 
teristics and vital rates tends to be rural-urban residence. Accordingly, 
Table 1 also shows the proportion of population reported to be resident in - 
towns and cities as distinguished from villages. 


The data on urban population are highly sensitive to the definitions 
used.Prima facie,the reported proportion of urban population in China (21 
per cent according to the 1982 census) was lower than in India (17.3, 18.0, - 
19.9.and 23.7 percent in 1951, 1961, 1971апа 1981 respectively).Sincethen, , 
however. the pace of urbanisation has accelerated sharply. Changes in the 
definition of a town have raised the number of cities’ and ‘towns’in China 
respectively from 236and 2.664 at the time of the 1982 census and 245 and 
2.800 at the end of 1982 to .295 and 7,280 respectively at the end of 
1984." 

The sizeable further increase in the proportion of urban population 
from 31.9 рег cent at the end of 1984 to 36.6per cent at the end of 1985sug- 
gests a likely continuation of the process of reclassification. According to 
one estimate. at the end of 1985, these numbers had risen to 324 and 7,632 
respectively.!! Evidently, the Chinese criteria to classify a place as urban 
have become more lenient than those used in India. 


Since 1984,a town may be established ‘as long as itis the location of a 
country government' or a township with a population over 20,000 where 
the township government is located and the non agricultural population is 
over 10per cent of the township s population. Even the criterion of 10рег 
cent non-agricultural population can be relaxed in “а minority region,a 
far-away area with rare population, mountainous area,area with concen- 
tration of factories and mines or a small port.a scenic post for tourism or a 
frontier post , etc.' Also. a locality may be approved as a town if 'it is 
necessary to establish a town. 


According to the Seventh Five-Year Plan, China expects to have by 
1990 'at least' 400 cities and 10,000 towns. Also, it promises to continue to 
adhere to the ‘principle of controlling the size of large cities, developing 
medium sized ones moderately and small ones actively ."4 


А good part of this accelerating urbanisation is- attributable to 
reclassification . The changes in definitions have tended to vary the pop- 
ulation criterion and the prescribed proportion of non-agricultural 
workers in the particular localities. Up to 1963,a town was defined as an 
area with at least 2,000 permanent residents, of whom 50per cent or more 
were non-agricultural residents. Since 1964, a town had been defined as an 
area with at least 3,000 permanent residents, of whom 70 per cent or more 
were non-agricultural; areas with 2,500 to 3,000 permanent residents were 
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also considered towns, ift 85 per cent or more of them -were non- 
agricultural. The permanent residents were those having their names іп 
the household registers;and the term non-agricultural population referred 


: to those authorised to receive thé government supplied grain rations. 


The tightening ofthe criteria to define a town orcity in 1964was partly 
a reaction to the accelerated urbanisation during the 1950s when the urban 
population had jumped from 78million at the end of 1953to 99.5million at 
the end of 1957 and 131 million at the end of 1960 (from 13.3to 19.8percent ` 
of the total). Presumably it was a response to the pull of towns and cities 
where the industrial development and the growth of the services sector 
were faster: 


-A tighter definition of a town after 1963 also helped to limit the respon - 


- sibility of the government to provide grain rations to the urban population. 


As a result, the number of towns had declined from 5,402 in the 1953 cen- 
sus! to a substantially smaller number. 

The declassification of several towns and cities (number not kow ' 
lowered the percentage of urban population to 16.8 at the end of 1963; the 
pace of urbanisation thereafter was relatively slow until 1982. 


Slow urbanisation was achieved through relatively strict regulation of 
rural-urban migration based on the system of population registration, food 
allocations or rationinig tied to legal residence and police surveillance. In 
fact during 1966-76, the decade of the Cultural Revolution, about 14-17 
million educated young adults had been required to move from the cities to 
rural areas, some of them to the sparsely populated northwest and the 
Southwest. After the death of Mao Zedong in late 1976, the urban youth 
refused to leave the cities and the strikes and demonstrations reportedly 
forced the government fo allow the former out-migrants to return to the 
cities. The ‘compensatory migration’ of what was called the ‘backward 
flowing .population” has contributed to urban growth and accelerated 
urbanisation. 


In addition, however, the communes used to disguise the underem- 
ploymerit of peasants. With the introduction of the contract responsibility 
system with remuneration linked to output, the extensive use of varied 
forms. of farm machinery’ and the associated rise in productivity, 
underemployment has become more obvious. Also, the cultivated acreage, 
widely Gelieved to be under-reported, has hardly increased and reportedly 
ranged between 100 million hectares іп 1949, 1975 and- 1979 and 112 
million hectaresin 1957. Almost 45per cent ofthis land is reported as effec- 
tively irrigated. Table-2 shows that since 1978, there has been a substantial 
increase in the use of farm machinery in Chinese agriculture. The 
cultivated area per agricultural worker, however, is very low. 


- The existence of surplus labour in agriculture is recognised and the 
government has modified its earlier approach to rural-urban migration. 
The Seventh Five-Year Plan talks of farmers leaving the land, but not the 
village. They can commute to sell their produce in a rural market town 
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where a rural industry or standard market is located, and to set ир non- 
farm enterprises in towns and cities,as long as they continue to be respons- 
ible for their own food supply. The upward revision of the prices of farm 
products distributed through the State allocation system has narrowed the 
gap between the free market and regulated prices.As a result, most Chinese 
cities now have what is termed as the ‘floating population’ of towns. In 
mid-1985,the Ministry of Public Security issued ‘provisional rules’ for tem- 
porary registration of.the floating population iri cities and towns. Those 
rural-urban migrants requiring a long period of urban residence are issuéd 
cards designating them: as ‘residents living. with: others’. 


Table 2 | 
MODERNISATION AND MECHANISATION OF CHINESE AGRICULTURE 














Item А 1978 1 983 1984 1 985 
Farm machines-iotal horse ' 160 :245 ' 265 
- 284 Ы 
power capacity (million hp) ` (53.1) (8.2) 
. (+7.2) | . 

Large and medium tractors . 557 1842 , 857 852 
of 20 hp ог more (000) (51.0) (1.9) (-0.2) 
Small and walking tractors . 1373 2750 3289 3824 
(000) * -= (1003) (19.6) (16.3) 
Trucks (000) for 7 74 24275 345 430 
agricultural use . (271.6) (25.5) (24.6) 
Combine harvesters : 19 ` 36 36 35 
(000) ” (89.5) (0) (-3.6) 
Rural electricity 25.3 42.8 464 - 50.9 
consumption (billion kwh) (69.2) (8.4) (9.7) 
Bos aat ЖЕР a A Жк EL — EXERCERE 








Nore: Figures in parentheses show the percentage change the previous year. Figures relate 
to the end of the year. - i 


Source : State Statistical Bureau. Statistical Yearbook of China, 1956, Oxford Univ. Press. 
, Oxford. р. 109. Я i ' 
4 
Some migration surveys are currently in progress and will provide 
interesting information. However, migration is said to be male-dominated 
and the urban sex ratio has reportedly risen from 114in the 1982 census to 


120by 1985.1n Beijing, which had an urban population of almost 6million. : i 


at the time of the 1982 census, the floating population had reportedly risen 
to 700,000by 1985. In Shanghai, with an urban population count of almost 
7 million in 1982, a survey in August 1984estimated a floting population of 
590,000 (almost 30 per cent of them or 165,000 had been in urban Shanghai 
for a year or more). 


Overall,the ongoing drive for modernisation of the Chinese economy 
is marked by a rather surprising shift in the policy on urbanisation. The 
emphasis on the development of small and medium towns is likely to 
result in a broad-based pyramid of urban locations. Despite the reported 


continued need to apply for permission to move to a town or a city, the 
І 


| 
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` policy of a tight-control on the growth.of even the large cities is currently 


being debated. The strain on the infrastructure of large cities with respect 
to housing, water supply and transportation makes it unlikely that the lid 
on city growth will be lifted completely; a major shift in the population dis- 


2 tribution by the turn of the century is.on the. anvil. 


- Itis difficult to make апу ‘projection fora country where the percen- 
tage of urban population can rise from 21 (mid-1982) to almost 37 (1985 
end) in a short span of three-and-a-half years: yet a continuation of the 
process can easily lead to an urbanisation level of 55-60 percent by AD. 
2000. A critical question relates to the associated diversification of the 
employment structure and the requisite investments, but it is by no means 
ап insuperable task. Also, it would- probably help to contain the rise in 
urban wage rates and would contribute to a further narrowing of the rural- 
urban differentials i in living standards. 


- We turn now to the level of life expectancy or the mortality 
situation. : : 


MORTALITY 


-As in the rest of the E world, the death rate in China prior to 


liberation was high and the life expectancy was low. A survey of 46.600 
households during 1929-31 suggestéd an expectation of Ше at birth of the 
order of 24.6 years for males and 23.7 for females." Infant mortality was 


. around 300 per 1.000 live births. Around 1948-49. the crude death rate was 


estimated at 28, although some estimates place ii as high as 35-45. The first 
estimate was very similar to the crude death rate of 27 during the inter- 
censal decade 1941-51 in India, with some estimates suggesting a value of 

30. The estimates of life expectancy during the inter-censal period 1953-64 


“аге affected by the severe-famine and dislocation of the economy during 


1959-61. However, beginning ‘with 1962, the Chinese death rate (roughly 


. adjusted forunderstatement) has not exceeded 14апа it has been below 10 


since 1969. The expectation of life at birth during the inter-censal period 
1964-82 has been estimated at around: 62 years: Ву 1981 it had risen to 68 
years. The latter value was 13 years above India's (55 years) in 1981. In fact 
even in.1985 the estimated crude death rate in India was almost 12, higher 
than the rate estimated for China since 1965 (11 or lower). . 

. The infant mortality rate IMR) in China during 1983-84 is estimated 
at no higher than 34-36, while in India the Sample Registration System has 
provisionally reported an IMR of 95 in 1985 and' 104-105 for 1983-84. 


The basis of this sharp decline-in mortality in China is an emphasis 


, on public preventive services rather than curative health services. Stress 


has been laid on the improvement of environmental sanitation, control of 


infections: and the’ elimination of malaria and schistosomaisis 


(bilharzia).' З Р 
The National Patriotic Heálth Campaigns were launched to mobilise 
the people for preventive and health promotion activities. The first cam- 
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paign was launched in 1951 and over the next 30 years, there were, on an 
average, four or five campaigns each year. With their effective organi- 
sational network, campaign committees with а small full-time staff were 
set up at each level, from the national level down to the province, prefec- 

_ture, county, commune and brigade. The campaigns have inspired the peo- 
ple to work hard to clean the filth and wipe out the four disease-carrying 
pests, mosquitoes, flies, rats and bedbugs. At one time sparrows were also 
on the hit list as a pest. However, when the elimination of sparrows 
threatened to produce serious ecological problems, bedbugs (and in some 
cases lice and cockroaches) were substituted as the fourth pest.” Ditches 
and sewers were dredged and wells, latrines, animal pens and stoves have 
been improved to protect water sources and cleanse the environment. At 
the end of 1982, some 37.5 per cent of the rural population are estimated to 
have been served with improved drinking water supplies.” 


A large number of ‘sanitation and epidemic stations’ and ‘maternal 
and child health institutes’ were set up; by 1957 they numbered 1,626 and 
4,599, respectively. After the formation of communes and brigades, a sort of 
cooperative health insurance system has been in operation although the 
quality of rural medical services has been uneven. . 


China’s celebrated part-time ‘barefoot doctor’ system, which was 
greatly expanded during the Cultural Revolution, has worked well in the 
delivery of health services at the grassroots level. In recent years-these doc- 
tors have been criticised as not adequate for the task expected of them?! As 
a means to upgrade their status, since 1981, barefoot doctors with five years’ 
experience, who pass the appropriate prefectural examination (іе., an 
examination conducted at the level of the prefecture — roughly equivalent 
to an Indian district) are awarded a certificate as a ‘rural doctor’. Their pro- 
fessional status is thereby raised to the equivalent of that of middle-level 
health workers, although they continue to work at the local level.” 


` The number of barefoot doctors had declined from an estimated peak 
of about 1.8 million to 1.4 million in 1981 and further to 1.25 million at the 
end of 1984. About 28.5 per cent of the barefoot doctors at the end of 1984 
were females. Some 1.16 million ‘medical workers in rural production 
teams' and 524,000 rural midwives have also been reported as working at 
the end of 1984,2 Interestingly, the Statistical Yearbook of China for 1986 
gives no information on ‘barefoot doctors’ or рагі- -time medical staff in 
rural areas’. 


The numberof rural hospital beds per 1,000population has risen from 
0.05 in 1949 to 1.49 in 1984, ie., by 30 times, while the corresponding 
increase in urban areas has been about eight-fold, from 0.63 to 4.77. " 


Тһе re-training of traditional midwives and the creation of a corpus of 
social workers skilled in child care have also contributed to the lowering of 
infant mortality. By 1981,atleast 90 per cent of the deliveries were conduc- 
ted with the ‘scientific method’ of using sterile tools.” The immunisation 
programmes were implemented since the early-1960s?5; the annual number 
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of persons immunised against DPT, measles and infantile paralysis is 
reported to be 60 million. 


- The efforts to control disease and death seem to have been assisted by 
the State control of the production and distribution of pharmaceuticals 
and medical equipment. The National Drug Corporation, with 310,000 
employees, distributes the pharmaceutical products throughout the coun- 

.try. Three corporations, forming part of the State Pharmaceutical 

` Administration of China (with, 440,000 employees), are responsible for 
production. Prices have remained stable 25 The drugs are said to be avail- 
able throughout the rural areas, with subsidies from the brigade or the 
enterprise. The situation is remarkably different from that prevalent in 
India. 


It is equally important to note the improvement in the level of rural 

` nutrition, which is reflected in the reported low incidence of ‘low birth- 

weight births'.In 1981 only 6 per cent of the Chinese births were in this 

category, while the corresponding estimates for North America, Europe 
and the USSR were 7 or 8 per cent? 


. The experience in India and the rest of the world over the past four 
decades has confirmed that.a policy of controlling deaths is easier to 
implement than the birth control programme. In retrospect, it is hardly 
surprising that it should be so. However, the lowering of death rates and 
elongation of the length of life raises the probability of a child's survival to 
adulthood and also of his being able to contribute to the care of his parents 
in their old age.The recognition of these changes, however, may be a func- 
tion of their speed inasmuch as,in the absence ofa fall in the birth rate,the 
` mortality decline determines the pace of rise in the rate of natural increase. 
The Chinese success.in lowering mortality rather speedily could therefore, 
have contributed towards an accelerated decline in the birth rate or fertili- 
ty. To understand the latter process ,we turn now to the changes in Chinese 
birth rates over the past 35-40 years. 


. FERTILITY 


China's crude birth rate,a gross summary index of the level of fertility, has 
fluctuated over the three-and-a-half decades covered by Table 1. In the 
early 1950s and the early 1960s, the Chinese birth rate was in the low 40s, 
not much different from India's. Since then, however, it has steadily 
declined and during the 1980s it has been between 18and 21,significantly 
below India's (33 or higher). These changes in.fertility behaviour have 
been a result of a consious ‘planned birth’ policy advocating control of 
family size through both late marriage as well as limitation of births after 
marriage. Before turning to the details of the policy, let us first review the 
facts on these two issues. 


Age at Marriage and Proportions Married 


The mean age at marriage among the Chinese farmers during 1929-31 has 
been estimated at 17.5 years.”” It rose to 18.2 years in 1940, an average of 18.5 
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years for the decades of the 1940s апа 18.7 years for 1950. The 


‘revolutionary government set a legal minimum marriage age of 18 years : 


for girls (апа 20 years for boys) and the changes i in social organisation 
introduced by it seem to have helped to eliminate early marriage. The per- 
centage of women married before reaching the age-18 has declined from 
nearly 43 in 1953 to 24 around 1965 and further to 4 by early 19828 


After 1971,the rise in age at marriage has been particularly sharp.The 


prescribed norm-has been 5 to 6 years later than the legal minimum, 23 ` : 


years for girls іп rural areas and 24 for their urban sisters” It was 
` implemented through a rule requiring permission to marry to be obtained 
from the administrative head ofthe work units of the bride and groom.The: 
first key: component of the official policy of ‘later marriage, longer birth 
intervals and fewer children" (Wan, Xi; Shao or Later, Longer and Fewer) was 
made quite effective. The proportion of the |vermarried among rural 
Chinese women had halved from 87.4 per cent іп 1956 to 43.6 in 1979. Yet 
marriage remains universal ,with less than I percent. of women remaining. 
- never-married' at ages above 303° 


Quite: apart from the norms, a new marriage law- Basted in 11980 raised 
the legal minimum аре of marriage from 18to 20. It was associated with. 
some relaxation ofthe pressures on late marriage because ofthe social pro- 
blems created by it. The resulting marriage boom led to a. lowering of the. 


. mean age at marriage of girls from 23.1 years in 1979 to 022. 7 years in the first 
half of-1982. 


The Chinese success in raising the marriage age is partly due to the 


. efficacy of the governmentin convincing the people about the importance . 


of modulating their activities according to what it believes to be in the 
` national interest. Presumably,the secular forces:also would have led to the 
same direction; but the pace of change would have been slower and the 
mean marriage age would have been lower than what hàs been observed. 
To put the Chinese marriage age in a comparative perspective, the mean 


age at marriage of Indian girls in 1981 was estimated to be no higher than `“ 





18.3 years (17.7 years in rural areas and 20.1 іп шап areas). The corres- 
_ ponding figures for males were 23.3, 22.6and 251 years, respectively 3! The 
proportion of ever-married girls in the age group of ; 5-19 ang 20-24 was 44 
and 90рег cent, respectively. 


“Тһе rising age at marriage and the associated delaying of child bear- 
ing in Chińa accounted for about one-third ofthe decline between 1970 
and 1980 in the total fertility rate or the average number of children that 


would be born to a cohort of women up to the;end of their reproductive | 


period. i.e., up to age 50.2 


Fertility Rates by Age and Marriage Duration ` ` | 


The Chinese fertility rates by age and by duration of marriage have recently 
been estimated on the basis of the 1 per 1,000sample fertility survey con - 
ducted during. September 1982. The number of persons interviewed 

z | 
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exceeded one million .The data are considered unusually accurate for such 
a large survey >? The marriage and fertility histories were collected from 
310,485 women aged 15 to 67 years in the household. Because of the upper 
age limit,the fertility data for all age intervals up to age 50 are available 
from 1964 onwards 24 


On the basis of these data, Table 3 shows the age-specific anh rates 
for the age group 15-49 by Syears of age for 1964-66and for 1980-82, 
separately by rural-urban residence . Figure II presents these data in a ` 
graphical form .The sharp decline in fertility are evident in ages 15-19and 
30and over. The decline has been sharper in urban areas than in rural 
areas. Urban fertility has become more sharply concentrated in the age 
group 25-29 than the rural. which shows almost similar incidence of child- 
bearing over the age-nterval 20-29. Child -bearing before age 20has vir- 
tually disappeared all over China .Fertility decline is greater in urban areas 
than in rural areas; the rural-urban difference in the total fertility rate has 
widened over the years covered by our data. 


The second half of Table 3 and Figure m present Jata on child- 
bearing by duration of marriage or the number of elapsed years since 
marriage. The fertility rates have declined sharply for all durations of 
marriage beyond the first 5 years. In urban China, fertility during the first5 7 
years of marriage has declined by about 20 per cent. The corresponding  : 
figure for rural China is best interpreted as showing no decline rather than 
, asmall increase. In urban China, nearly 86 per cent ofthe children born in 
1980-82 were born within 5 years after marriage; the corresponding percen- 
tage for rural China was 53. 


A sample survey of population change, conducted during 1985, sug- 
gests further decline in fertility rates іп the prime child-bearing ages 20- 
29.5 Its results are also shown in Figure II for China as a whole. Тһе 
surveys in developing countries are by and large notoriously prone to. 
underestimate the level of fertility (and even more, of mortality). But the: 
high quality of the Chinese census of 1982 and the 1 per 1,000 survey 
inspire some confidence that the 1985 survey might not suffer from any 
. serious bias,and the decline in total fertility rate from 2.5in 1980-82to 2.0 
in 1985 is likely to be real. If so, the fertility level seems to have reached 
below the replacementlevel;the net reproduction rate has fallen below 1.0. 
. It is not reflected, however, in the crude birth rates shown in Table 1 
` because of the age composition of the population and the entry into rep - 
roductive ages and marriages of the survivors of the large cohorts of 
children born during the 1960s (after the famine and the associated 
crisis ). 


Unfortunately ,the available data for 1985are of a limited nature. ` The 
data presented in Table 3, һомеует, suggest a dramatic fall in the total fer- 
tility rate from 6.1 to 2.5 between 1965 and 1982 (mid-years of the two trien- 
nia ). The page of change is unprecedented. 
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Figure II 


- CHINA: AGE-SPECIFIC FERTILITY RATES (BIRTHS РЕК 1.000 WOMEN) 
BY RURAL-URBAN RESIDENCE 1964-66, 1980-82 AND 1985 
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Figure III : 


CHINA: FERTILITY RATES (BIRTHS PER 1000 WOMEN) BY DURATION OF 
MARRIAGE AND RURAL-URBAN RESIDENCE 1964-66 AND 1980-82 
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С ontraceptive Practice. Р 


The.sharp decline in fertility has een achieved through increasing prac- 
tice of contraception by married couples. According to the ] per 1.000 sample 
survey of 1982,the percentage of married women in reproductive ages 15- 
49 practicing contraception was 69.5 (about 74in urban areas and 69 in 
rural areas).As shown in Table 4,almost 93per cent of these contraceptors 
used modern effective methods such as sterilisation ,IUD or the oral pills. 
Both IUDs and sterilisation were more common in rural areas than in 
urban. The IUD used in China is a modified Ota ring made of stainless 
steel which cannot be removed by the woman herself.IUDs cannot also be 
removed without authorisation from the appropriate birth planning offi- 
cial. Among types of sterilisation, tubectomies are more numerous than 
vasectomies, with the difference- particularly marked in urban China. 


Table 4 


CHINA : DISTRIBUTION OF MARRIED WOMEN IN REPRODUCTIVE AGES 
USING CONTRACEPTION BY METHOD USED BY THEM, 1982 





Method of- А - Total Urban Rural 
. contraception — ; А ‘country areas . areas 





Users of contraceptives as per cent 5 E 


`. of all married women aged 15: m 7 — 74 -69 
Method-mix р 5 

All methods ` ; 5 7100 > 100 - 100 - 
Sterilisation — - ы і 35 23 . 38 
Tubectomy З "ELT 20 26 
Vasectomy - А 10 3 12 
IUD' 780 | 3% 53 
Oral pills ^ -> : : 8.-« I9 6 
Condoms z . 2 10 I 
Other. . . , В; 224 К 9 3 








Source: Qian Xiuzhong and Xiao Zhengyu. ‘An Analysis of the One in One Thousand 
Sample Survey of Fertility’, Beijing Economics College. Institute of Population. 
Beijing. July. 1983. Cited by Pi-Chao Chen. Birth Control Methods and Organisa- 
‘tion in China’, in Elizabeth Croll et al. (eds.), China's One-Child Family Policy, St. 
Martin's: Press. New York. 1985, pp. 135-148. ^ 


The Chinese level of.contraception is comparable to that in the USA 
(68 per-cent), Canada (73 per cent), Japan (69 per cent), Taiwan (65 рег 
cent), countries each of which is more urbanised and industrialised than 
China.*In India,in contrast,at the end of March 1982,опу about 24 per 
cent of the eligible couples aged 15-44 were estimated to be ‘effectively’ pro- 
tected against the risk of conception.If we overlook the effectiveness rates 
of different methods by which the number of acceptors are weighted to 
arrive at the estimate for India, the Indian contraceptive practice rate 
would rise to about 26per cent, lower by 40 per cent of the Chinese level. 


l 
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India tàkes some legitimate pride for having been the first country in the 
world to provide,in 1952,0fficial support for tlie limitation of births by its 
citizens; also, despite the setback of the post Emergency years (1977-79), it 
has more or less steadily pursued this policy. In other words, the Indian 
policy has been sharply at variance with the ups and downs that the 
Chinese family limitation programme has experienced. Yet the Chinese 
have succeeded in lowering their fertility ata pace vastly superior to that 
attained in India. 


LANDMARKS IN CHINA'S POPULATION POLICY 


The more detailed annual data on fertility by age and marriage duration 
show a rise in Chinese fertility in the early 1950si,a sharp decline during the 
crisis years of 1958-61, а rebound to the earlier levels during 1962-64 and 
then a steady downward trend, particularly after 1970. 


These shifts in Chinese fertility trends closely páralleled some of the 
turns in Chinese population policy. After the, 1953 census data became 
available, an official birth control campaign was started. The health 
departments were directed to help the public with contraceptive measures 
and restrictions on induced abortion were relaxed. At a forum on birth  , 

control, convened in December 1954, Liu Shaoqui declared the support of . , 
birth control by the Communist party. A similar approach was adopted by 
Premier Zhou Enlai in his report on the proposals for the Second Five- 
Year Plan at the Eighth National Congress of the party in September 1956 
and by Chairman Mao Zedong at the enlarged Third Plenary Session of 
the party's Eighth Central Committee іп 1957: The manufacture of con- 
traceptives for external use was begun in 1955.37 





The population policy was reversed in 1958 when the communes 
began to be set up and the Great Leap Forward was aimed at. According to 
what is now described as the ‘leftist’ population theory, a large population 
was once again seen to be advantageous. After the famine of 1959-61, the 
propaganda to limit family size was resumed. Itwas interrupted once again 
in 1966 when the Cultural Revolution began. | | 


The third family planning campaign was llaunched in 1971, with an 
emphasis on late marriage (later than the legally prescribed minimum 
age), longer intervals between children, and fewer children in all. Known 
as the planned birth’ policy, it was implementéd through the remarkably 
detailed and decentralised organisational network that only China can 
command. This campaign was successful in lowering China's birth rate 
from 37 in 1970 to 21 in 1978 (by about 43 per cent) and in halving the rate 
of natural increase from 2.8 to 1.4 per cent iover the same eight-year 
period 38 | . 


However, the Chinese leaders were not satisifed with this achieve- 
ment. They launched a campaign for a one child family to ensure that . 
China's population would not exceed 1,200 million in A.D. 2000. In a 
report to the First Session of the Fifth National People’ S Congress,in Feb- 

` | 
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ruary 1978, Chairman Hua Kuofeng made only a passing reference to 
family-planning but asserted that.China must ‘strive to lower the annual 
rate of growth of China's population to less than one per cent in three 
years’. Article 53 of China's Constitution enacted in the same year stated, 
inter alia, that ‘The State advocates and encourages family planning. 


“Writing in August 1979, Vice-Premier Chen Muhua proposed the goal 
ofa rate of natural increase of Sper 1,000by 1985and zero by 2000 (from 12 
per 1,000in 1978).? A preliminary draft of a birth planning law aimed at 
encouraging the one-child family had been circulated earlier in 1979 anda - 
finallaw was expected to be issued later during the year.By August 1979,at 
least nine provinces had begun trial economic measures to encourage the 
one child family. The Vice-Premier advocated measures to fight the so- 
called son-preference, including the provision of ‘five guarantees’ (food, 
` clothing shelter, medical care and decent burial)by the collective units to 
. the childless? and also a pattern of grooms НЕ in the bride% 
home. 


China's Marriage Law of 1980 prescribed that 'husband and wife are 
duty bound to practise family planning’ (Article 12), and that'ate marriage . 
and late childbirth should be encouraged’ (Article 5). Article 15of the law 
affirmed that 'parents have the duty to rear and educate their children'and 
that ‘children have the duty to support and assist their parents’. 


.. A continued emphasis on the duty of children towards their parents · 

reflects the pragmatism of the Chinese leaders The underlying concern for 

limiting the responsibility of the government with respect to the difficult 

task of setting up an old-age social security System seems remarkably 
, realistic." . 


While announcing the one-child policy to the National People’s Con- 
gress in 1980,the government had stated that ‘upon careful study’,the State 
Council deemed it necessary to launch a crash programme over the com- 
ing 20 to 30 years calling on each couple, except those in minority areas, to 
have a single child’, to bring the rate of population growth under control 
and to limit the population to a maximum of 1,200 million by tig turn of 

_ the century .® 


The point that the single-child family policy isa temporary policy i is 
made repeatedly. A short brochure entitled ‘Family Planning .in 
Shanghai'distributed by the Shanghai Municipal Administration ,asserts 
that ‘China now encourages every couple to have only one child, which is a 
special policy for a particular period. When population growth keeps pace 
with the development of economy this policy will be gradually readjusted 
оп a more reasonable’ basis.“ 


The one-child policy is often sae a means of mitigating the 
possible rise in the birth rate during the 1980s when the survivors of the ' 
large birth cohorts of 1960s would enter the reproductive period, marry, 
and have children. However, the duration for which the policy is 
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advocated is seldom made clear. It is considered vital for China's Four · 
Modernisations (of agriculture, industry, national defence and science , | 
‘and technology ), and for raising the standard of living of the people. The 
law of'planned.and proportionate development is said to require that ‘not 
only ....the production of materia} means ...butalso ...liuman reproduc- 
tion develop i in a planned way’ 45 According to Article 25of China fourth : 
Constitution ,adopted and promulgated in 1982,China j pursues a policy of ^ 
family planning in order to adapt the pace of population i increase to the i 
nation s social and economic development' 5 " 


Some Chinese scholars һауе elucidated the rationale of the one-child | 
policy on the basis of population projections.Song Jian, Vice-President оѓ . 
the China Demographic Society , reported іп 1981 that since 1980,several | ` 
natural‘and social scientists had joined to determine the desirable рорша- _ 
tion size for China. Taking into account economic development, natural `: 
resources, food requirements, ecological balance and fresh water resour- . 


‚ -~ ces, they had concluded that the desired population for China 100 years 


from now, i.e., by about 2080 should be between 650 ànd 700 million. Alter- 
native. paths to this goal were worked out; essentially they involved dif-: . 
ferences in the pace of decline i in the total fertility rate (1.0vs. 1. Toy 19850r | ` 
1.5 by 1990) and.in the timing of the subsequent rise in fertility to the 
replacement lével (during-2000-20 от 2045-55 to 2025-40), The first alterna- : 
tive of lowering total fertility rate to 1.0 by 1985 and subsequent rise in itto : 
` the replacement level during 2000-201ed to the desired population of 700 ' 
million by 2070, much ahead of the other paths, ang was > therëfore con- : 
sidered ‘the ideal programme’. > . T 


The one-child policy has been promoted through economic incen- : 
tives and disincentives. While the details seem to vary according to local ; „~ 
regulations, the benefits offered include monetary bonuses (usually 5 yuan ' 
per month until the child becomes 14 to 16 years of age), preferential hous- 
ing assignments, priority in the allocation of private plots, and special con- . 
sideration for the child in education and job assignments:In some areas,a : 
single incentive payment has been reported. The single-child benefits are . 
to be repaid if a second child is born .It is not clear whether such is the case ' 
if the second birth was approved. However severe economic sanctions in · 
the form of deductions from i income are prescribed for the birth of a third. ' 
or a higher order child. 


. Foliowing the àdoption of the single- -child fiy policy, the propor- ` 

tion of third or higher order-births in China has declined from SOper cent |’ 
in 1978 to 27 percent in 1981 arid further to 20 per cent in 1985.” As already 4 
noted above, the rate of natural increase іп 1985 was twice the target . 
announced in 1979; Likewise, the fact that 30 per cent were of third higher ' 
order implies that the policy has not been easy to implement. To say this is ! 
not to belittle in any way the Chinese achievement in lowering the level of ! 
fertility but to recognise the difficulties of. social engineering in ће, 
area of ium : 


nr 


< 
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The continued prevalence of son-preference has been one major pro- 
blem. According to the 1 per 1,000 fertility survey, 37 per cent of all one- , 
child couples in the-country- had accepted one-child certificates. (The 
percentage exceeded 75in predominantly urban municipalities in Tianjin, 
Shanghai and Beijing). The percentage was 40 among couples having one 
son.and 34.among those having one daughter. In other words, the one child- 
couples were more likely to have a son than a daughter and therefore 60рег 
cent of all one-child certificate holders had.a son. Further, in spite of the . 
` penalties imposed upon the birth of a second child, about 9 per cent of the 
couples who had'received a one-child certificate had renounced it and had 
a second child by the time of the survey. The percentage of one-child cer- 
- tificate recipients in 1982 who had renounced the certificates by having a 
: second ‘child was significantly higher among those couples whose first 
child was a daughter (12.7 per cent) than among parens ofa son (6.7 
per cent) 50 


. SHIFTS IN POLICY, 1984-86 ^^ > °° — 


` A recent review of Chinese population policy suggests that although 
family planning remains mandatory and third children continue to be 
prohibited", the birth planning programme had become more lenient dur- 


: ing 1984-865! After an early period of leniency in the implementation of 


the one-child family policy,circulars had been issued in December 1982 
and early 1983,calling for compulsóry IUD insertion for women with one 
child, abortion for unauthorised preguenaes and sterilisation for couples 


. With two or more children. 


, Some reviews of the operation of the one-child family policy in rural 
China cite ‘forced ‘abortions and sterilisations frequently reported in the 


|o, press’ ава likely consequence of the bonuses paid to cadres for meeting 


. their targets for-family planning. 52 (On one recorded occasion in 1978, 

militia were employed to try to enforce family рІаппіпр 53) However, the 
centuries-old son preference was difficult to break. Daughters as well as 
mothers who; gave birth to them v were an object of neglect and female infan- 
` ticide had revived to some extent. Some people illegally removed IUDs, 


~ ., beat family planning workers and ran away to cities to have children, а 


sitúation that was politically, intolerable’ as well as 'unanticipated 


А The Chinese leadership responded byi issuing in early 1984,a Docu- 
ment 7that aimed at a family planning strategy that was ‘realistic, fair and 
reasonable to the people, easy for cadres to implement, yet capable of 
achieving the party's goal of holding the population at 1.2 billion' by A.D. 
2000.1% emphasised ‘regular.work in lieu of shock methods, contraception ` 
іп: lieu of abortion: and propaganda and education in lieu of economic 

- penalties. 55 Ín early 1985, the population goal for A.D. 2000 was changed to 

‘about 1.2.billion', permitting flexibility in approach. Several conditions 
‘were prescribed under which couples could have a second child including 
Af rural families had only a daughter. 
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The more recent Document 13 issued during the late spring of 1986, 
highlights the likely greater difficulty of birth planning work during 1986- 
90 because of the changes i in the age composition o of the population . Also, 
special consideration is shown to underprivileged areas and groups. 
Following the leadership’s call in 1984 to view family planning as a service; 
birth planning cadres have made assistance in socio-economic and health 
matters a key feature of their work routines .The administrative capacity of 
family planning organisations at various levels has ‘also been strengthened 
by forming a stronger multiJevel network of cadres, the establishment of 
sérvice centres аі each administrative level and more systematic record- 
keeping .Overall,the prospects seem bright that China will be able to keep 
its total population to a total of ‘about 1.2 billion' if the present policy con- 
tinues.It would be a great achievement with a unique level of conformity 
by several millions of couples to a goal set by the national leadership.As 
for the long-term goals, no country except Сһіпа ћаѕ seriously considered 


` a substantial decline in its total population to be desirable. Several Euro- 


pean countries have adopted policies to reverse the decline in fertility to 
replacement or lower levels. The past Chinese history suggests a remark- | 
able capacity to shift the direction of social policy. Whether it will happen 

with respect to population policy, only time will tell. 


LESSONS FOR OTHER COUNTRIES : 


Does the Chinese demographic experience hold any lessons for other 
developing countries such as India ? The: setback received by the Indian 
family planning programme in the wake of the excessive pressure to push 
sterilisations during the Emergency years of 1975and 1976suggests that a 
political democracy is unlikely to be able to muster the courage or the 
strength to emulate the Chinese experiment. қ 


- 





However,to answer the question it is also necessary to odent the fac- 
tors that have contributed to the success of China's population policy.The 
factors contributing to the sharp rise in age at marriage and the fall in fer- 
tility ій China are debatable. One view, evidently a minority view, 
attributes these changes to 'industrialisation, urbanisation and other 
forms of modernisation.*6 While these procesess have indeed contributed 
to the observed changes, more plausible seems to be the view that the. 
changes have been largely the result of direct and forceful government 
intervention.” Those who hold the latter view attribute the success of the 
government to ‘the great prestige’ and the ‘good will and confidence of the 
great majority of the people’ enjoyed by the central government in Beijing 
and to ‘the penetration of village society by the national bureaucracy’. 
The role of the former factor of ‘ethnocentric pride’, attributed partly to the 
expulsion of foreigners and the re-establishment of the status of a ‘world 
power’ is certainly plausible but difficult to evaluate. The second factor, . 
however, is a strong feature of Chinese society; Not only has the feudal 
hierarchy been eliminated, but the cadres are able to exercise ‘unremitting 
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social pressure' on individuals who ae left with ‘no choice but to 
comply'? | : 


Pi-Chao Chen, a well-known exponent of China' 5 birth planning sys- 
tem, asserts categorically that the unprecedented and impressive 


-demographic transition in China has occurred ‘without a profound socio- ' 


economic modernisation or a major improvement in living standards tak- 
ing place prior to orduring the transition period He attributes the Chinese 
fertility decline'to ‘a determined and successful birth planning program - 
me', with the "contraceptive delivery system' built into the health 
delivery system 9 ` 


One can argue with Chen Баке а sharp fall in infant mortality and 
a rise in life expectancy at birth over the past two decades and more do not 
constitute a key component of the rise in living standards. However, these ' 
gains have been possible because of the large number of health workers 
(many of them barefoot doctors) who worked in cooperative health 


. stations (or similar bodies)set up for each production brigade .5' Their con- 


tribution to improving maternal and child health presumably enhanced 
their influence: One of them was a female doctor trained in contraceptive 
counselling. But her success owed a great deal to the support received by 
her from the cadres who operate at all levels and help to implement the 
policies prescribed by the central leadership through effective supervision 
and exemplary behaviour. The credibility commanded by the leadership 
because of its success in eliminating the extremes of acute poverty as well 
as affluence probably facilitated the task of persuading groups of people to ' 
abide by the allocations of births. However, the stress and strain involved 
in the interpersonal trade-offs among couples living in a village or at a 
similar micro-level must have been enormous. . 

. The'egalitarian social framework and the limited opportunities for 


material advancement might have weakened the incentives for improving 
the economic status of the household through more children. This 


` hypothesis receives some support from the fact that the production respon- 


sibility system, adopted since 1978, has generated pressures for individual 
families or households to try to maximise their family labour power. The 
conflict between the individual and social interest has not taken long to 
manifest. Whether the relaxation of the one-child family policy during the 
last two or three years will prove adequate is far from certain. 


‘Overall, the Chinese population policy is to check the momentum of 
population growth (built into the young абе distribution), which Ansley 
Coale has compared with the momentum of a moving railroad train.” 
According to this analogy, the Chinese have been trying now to build a 
brick wall across the tracks in order to compensate for their failure to apply 
the brakes earlier.It seems that the Chinese may well succeed in their ven- 


- ture; but India certainly does not have the capacity to emulate them. 


The Chinese scholars frequently quote from a letter from Frederick 


Engels to Karl Kautsky dated February 1, 1881, in which he said : ‘If com- 


t 
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munist society should one day be compelled to regulate the production of 
human beings, as it regulates the production of goods, then it and it alone 


will be able to do this without any difficulty’® ' 


]t would be futile to debate whether and how, far China isa truly com- 


munist country іп the Marxist perspective .The Chinese leaders claim to be” 

'advancing along the correct path of building: socialism with Chinese 
characteristics’. The Chinese Seventh Five Year Plan for 1986-90 
envisages тпоге consumer goods of greater variety and better design’. Also, 

7 the policy is to encourage ‘some people to become prosperous sooner than 
others’, to ‘strive to do away with the practice of egalitarian distribution 
and to ‘implement ‘the principle of distribution according to work'.^ As 
these policies are implemented, the issue of the extent to which the basic 
structure of incentives in China conforms to deep-rooted human 
motivations will come to the forefront. The adoption of the contract res- 
pousibility system attests to the capacity of the Chinese leadership to be 
‘practical’ or ‘pragmatic’. It is not unlikely that the same pragmatism will 
lead it to abandon the goal of an absolute decline in the size of their pop- 

. ulation. Meanwhile, the one-child family policyiwill certainly facilitate а 
faster pace of economic and social development in terms of not only the 

. material standard of life but also the level of human capital formation.At 


the 


same time, some innovative adaptations in the entire fabric of social 


interaction between individuals and families orihouseholds will become 
imperative as a large majority of Chinese are persuaded to limit their proc- 
reation to only one child. , 
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Economic Reform іп China : 
Some Observations ! 





THE DRAMATIC shitt in Chinese economic policies since the late se- 
venties has rightly attracted a great deal of attention. The official reassess- 
ment of the Maoist era has questioned its achievements in respect of 
eradication of poverty and unemployment, the efficacy of the communes, 
mass mobilisation, industrialisation — in fact practically everything for 
which China used to be held out as an. example for developing countries. 
Part of this may be deliberate exaggeration to prepare the ground for and 
` justify shifts in policy. It is also not unlikely that the ‘achievements’ of the , 
new policy suffer from exaggeration for broadly the same reasons. But dis- 
counting for all this, the Chinese reform raises a number of very important 
questions concerning the scope and instruments of planning, which are of | 
much wider interést. : 


Take for instance land reforms. A key element i in the programme for 


restructuring of the rural economy and policy, they were meant to abolish |. 


all forms of landlordism and tenancy, and redistribute land among the 


peasants. Land was socialised but the right toi use land was given to 
cultivating peasants. The other intention behind the reforms was pre- 
‘sumably to secure a more even distribution of land within rural areas. It 
now turns out that the success in respect of redistribution was considerably 
less than generally assumed. The territorial unit of the reform seems to 
have been the village. Within each village, available land was indeed redis-.. 
tributed more or less.in an egalitarian fashion. But the problem of dis- 
parities in the distribution of land relative to population across space 
apparently did not receive as much attention. This is clear from the fact 
that large disparities in both land per capita and production per capita 
‘across regions have persisted throughout. The commune system permitted 
some redistribution of incomes across village boundaries, essentially 
through collective consumption and investment: rather than by shifting 
labour from viliages better endowed with agricultural resources per head 
to those less well endowed. (How far this degree of redistribution has sur- 
vived the break-up of the commune system is an; interesting question on : 


-~ which little is known.) Asa result, while disparities in living standards were 
i 


| 
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drastically brought down within the village and perhaps in-communes, 
inter-commune disparities persisted. It is these disparities which seem to 
_be reflected in the recently published statistics of rural inequality in China. 
The 100 million people estimated to be in : ‘poverty’ probably consist in 
large, if not most, part of people in the relatively poor regions and com- 
munes. That despite a revolution driven by intense ideological zeal and 
manned by motivated cadres, the land reforms chose not to address inter- 
commune disparities is significant. Itdoes serve as a reminder of the limits 
of redistributive land reform even in radical regimes. 

The commune system, the other major innovation `of the Maoist 
period, has also been largely dismantled; the system was built on the prin- 
ciple of.collective ownership and use of all productive resources in rural 
areas, the intention being to combine egalitarian distribution with. self- 
reliant local development under the leadership of the cadres „of the 
Chinese Communist Party. Offi cial data released in recent years suggest 

- that Chinese agriculture made remarkably rapid progress under this sys- 
tem in terms of overall rate of output growth. Particularly impressive, to an 
Indian observer, is its achievement in mobilising local resources for pro- 
viding а minimal standard of social services and improving productive 
facilities without much contribution from the State. 

The inevitable tension between the ideal of egalitarian distribution 
and incentive for effort manifested itself quite early. It can also be granted 
that centralised determination, in detail, of production and input targets 
reaching down to the commune; the excessive emphasis on local food self- 
sufficiency, ‘grain as the key-link’; and the system of compulsory deliveries 

cumulatively tend to depress productivity and growth. While there is a 
strong case for reducing the.ambit and mode of State intervention, it is not 
obvious that the abandonment of the commune was necessary, especially 

` Since it served a very important role in local resource mobilisation, and 
provided an institutional medium for managing the use of common 

. resources, especially land and water. There is little question that the move 
away from communes is also a move away from egalitarianism. It is likely 
to reduce interest in and allocation for collective consumption, and widen 
disparities within-communes, possibly even between regions. The recent 
reforms are quite conscious of this but seem to consider it desirable to 
encourage initiative and effort. The official statistics report phenomenal 

rise in agricultural output following the ‘reform’ and were cited as evidence 

, of its success. But there is reason to be somewhat sceptical of these statis- 
tics. It seems likely that at least a part of them represent Ұлан was already 

being produced but not reported. А : 


` The emphasis in China on local community responsibility to take 
' care of basic education, health services and a certain minimum amount of 
social welfare (to take care of the old and the children), as well as for much 
of the productive capital formation, marked it out sharply from the Indian 
. situation where most of the responsibility for mobilising resources апа 
' financing most of the investment as well as all social amenities right down 
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to the village, has come to be concentrated in the hands of the State. This, : 


combined with political centralisation, had led to the virtual extinction of : 
whatever traditions of local community efforts there were. Instead, it was 
conducive to creating among villagers an attitude of dependency on the 
State for everything. In China, while political control of local government 
through the party cadres was highly centralised, local institutions had a 


major role to play in programmes of collective welfare. The switch to `` 


individual enterprise and the weakening control of the commune over the 
disposition of the output necessarily means|significantly reducing the 
^ Scale and altering the nature of the role played by local institutions. 


The move away from the commune system would also affect the 
efficiency in managing common production resources like water control 
systems. The maintenance of these systems and the proper regulation of 
the use of water has a profound and direct bearing on agricultural produc- 
tion. Conflicts over the use of water and over changes to make better use of 
available water were easier to manage through the commune system, in 
which. the party cadres played an active and purposeful role. A number of 
instances of successful improvement of water control leading to higher 
productivity have been documented in the Chinese literature. Though 
most of them relate to the sixties and early seventies, they all show the key 
role party cadres played in mobilising and enforcing a general consensus 
on modifications to the systems and the rules governing their operation in 
the interests of higher overall productivity. With the downgrading of the 
role of party cadres, and a switch to individual cultivation, the local power 
configurations have become more fluid. The shift to individual cultivation 
also greatly increases the number of parties involved and, therefore, of the 
potential centres of conflict in respect of water ‘allocation: Without strong 
, and credible centres of local power to mediate conflicts as well as to devise 
and enforce rules in the larger collective interest, the efficient management 
of water control is apt іо become more difficult. 


. However, China, unlike India, has several features which could facili- 
tate the development of more or less professionally managed irrigation 
organisations, autonomous of the larger power structures. The Chinese 
systems are relatively small sized : the bulk ofithe irrigation is from sys- 
tems with command areas of less than 10,000 ha! There is a long and strong’ 
tradition of local institutions for managing these systems. And this 
tradition has been maintained to this. day. Each system is a distinct 
organisational entity with its own personnel and its own budget, based 
largely on water charges and other levies collected from beneficiary far- 
mers. In al] these respects the Chinese situation presents a marked contrast 
to India where large systems play a far more important role. The adminis- 
tration ‘of practically all public irrigation is vested with centralised 
bureaucracy with little participation or involvement of users; and the 
management of each system has little control over their budgets, the collec- 
tion of water charges and the allocation of funds for staff, maintenance 
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and other activities, since these are under the control of the State Public 
Works Department ! xit ` 


In the sphere of industry many ofthe weaknesses highlighted in recent l 
Chinese discussions, for.instance, shörtages of energy and key materials, 
inefficiency, unused capacity, over-investment and overmanning, tech- 
nological stagnation and imbalances have a familiar ring to Indian ears. 
But it should not be forgotten that the Chinese are talking of these pro- 
blems at a much higher base of industrial production. There is little doubt 
that China has achieved a much faster expansion and diversification ofits 
industrial base than India. At the time of the revolution, China's output of 
many key items of manufacture (e.g., energy, steel, cement, fertilisers and 
cloth) was less than India’s at the time of its independence. Today China's 
output, especially in basic intermediates, is several times that of India. 

Chinese industry is mostly in the hands of State enterprises. Until 
recently collective enterprises played a relatively minor role and the 
private sector was practically non-existent. The State enterprises had little 
autonomy, being subject to very detailed instructions from the State plan- 


- ning agencies regarding output targets, input use, pricing and investment 


decisions. Practically all their surpluses were handed to the central exche- 
quer; there was little encouragement or reward for superior performance, 
even as there was hardly any penalty for inefficiency. Loss-making enter- 
prises did not face the threat of curtailment of operations or closure; their 
losses were generally covered by State subsidies. The system was also 
insular : very little of technological import was petmitted and, apparently, 
there was not much by way of indigenous innovation. An interesting and 


. somewhat intriguing problem is the reported tendency of different regions 


to ‘set up their separate and self-sufficient economic systems while various 
departments and enterprises regardless of size likewise had their own com- 
plete production systems’. How and why this came aboutin a planning sys- 
tem supposed to be as comprehensive as it was detailed is far from clear. It 
would seem that the departments and the provinces/regions in fact had 
some autonomy and that the State Planning Agency had to make com- 
promises to accommodate their diverse interests. 


There are three main thrusts to the Chinese reform in the industrial 
sector : (i) to shift the overall strategy, giving greater emphasis to expan- 
sion of, light/consumer industry as distinct from heavy industry; 
(ii) technological upgradation by allowing free access to foreign technol- 


-ogy and know-how; and (iii) changes in the organisation of industries and 


techniques of regulating them. All these strands are also evident in the 
recent Indian changes in industrial policy. Though the order of change 


. contemplated in China is far greater and more drastic, there is much in 


that experiment which is relevant to us as well. 


Take for instance import of foreign know-how. China faces the ' 
familiar problem of what kind of technology to import, on what terms and 
how to make sure that there are institutions, resources and incentives to 


- 
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build up the indigenous technological capability in strategic areas. Early 
experience showed that allowing free import of technology/know-how to 
upgrade the quality of consumer goods leads to a spate of collaborations to . 
make products like coca. cola and of screw- -driver technology to 
make television sets, motorcycles, automobiles and other symbols of 
twentieth-century ‘consumerism. Moreover, the pace of technical pro- 
gress and product innovation in the developed countries is so very rapid 
that if countries like India and China always want,the latest and the best . 
there is a danger of persistent and possibly, increasing dependence on 
foreign know-how. Therefore, there needs to be a conscious long-term 
strategy which combines a high degree of selectivity i in technology imports, 
favouring those processes/products/components where the magnitude of 
immediate and prospective gains is likely to be large, with simultaneous 
efforts to develop indigenous capability to adapt known processes/ ' 
designs, and to master and improve upon imported know-how. This 
involves purposeful coordination of research, design and engineering 
capabilities and the machine-building industry. An adequate scale of 
effort (in terms of personnel and funding) is of course necessary. But far 
more important and difficult is creating the medium for effective interac- 
tion between these various activities inter se and with industry. The | 
Chinese, like us, seem to be groping in these respects. The initial , 
exuberance seems to have given place to a somewhat more cautious 
attitude; but a coherent long-term strategy is yet to crystallise. 


The other danger, again common to India and China, of liberalising. ` 
foreign know-how. for modern consumer goods, lies in two directions : 
while there is undoubtedly a large pent-up demand for many of these 
goods, they also bring in consumption patterns and life-styles very dif- 
ferent from those prevalent in these countries. Not only does this accen- ' 
tuate the existing divide in the society, but many of these new products аге ` 
of a kind which directly or indirectly compete witli existing indigenous 





“wares, the making of which currently provides quite a large volume of : 


employment. The newer products, unless опе. ‘goes іп for assembling, of 
imported parts, involve a level of technique and skill which is outside the 
reach of much of the established indigenous industry. If they cannot easily - 
adapt to the change, it could throw sizeable ‘numbers in the traditional 
established industries out of work. i ! : 


The changes in industrial organisation and planning envisage loosen- 
ing of central regulation, much greater autonomy for enterprises in deter- 
mining production patterns, use of profits and in investment decisions’ 
along with greater accountability for their performance. They seek to give a 
greater role for collective and even private enterprise, as distinct from State- , 
owned enterprises; a more flexible pricing system reflecting the interplay 
of supply and demand; and changes in the internal organisation of firms to > 
ensure better correlation between reward and performance. This aspect of . 
the Chinese reform involves far more drastic change than і in India, which 
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shares many of the problems but in a considerably attenuated fashion. 
After all, a large part of Indian industry is in the private sector, a sizeable 
segment of industrial prices are determined in thé market-place, and cen- 
tral control has not been as pervasive or detailed as in China. 

Details about the progress of the reforms are scarce. The Chinese 
seem to be still in the phase of experimenting with different approaches to 
restricting industrial organisation and placing and- control procedures. It _ 


- is not difficult to foresee some of the potential problems. Different strands 


of the reforms being inter-related, they cannot be planned or implemented 
piecemeal. Rapid liberalisation, as the experience in the late 1970s showed, 
could lead іс a surge of ` investments Әу the collective and local 
governments, in turn causing strains on the financial system and also was- 
teful duplication and excess capacity. At a deeper political level, the 
reforms imply a major realignment in the pre-reform pattern of relations 
between enterprises and departments, and between different levels of 
government. Moreover, the impact of the reforms on different enterprises 
and regions will be far from uniform : loss-making firms face-the prospect 
of retrenchment or closure when subsidies are withdrawn. A major revi- 
sion in the structure of relative prices in favour of raw materials and semi- 
finished goods relative to those of finished goods would increase the 
profits of industries and régions producing the former at the expense of 
those specialising i in the latter. Alternatively, it could lead to a general cost 
inflation. Attempts to promote free trade in manufactures between regions 


. also face resistance from the backward regions. 


The Chinese discussions both at the political and the professional 
level give ample evidence of awareness of these problems. The literature of 
the early- 1980s speak of the ‘exploratory and, innovative character of the 
reform’,:the necessity to implement unified solutions suited to specific 
situations in a planned way. the importance of learning from experience. 
the need to absorb increased prices of raw materials by using them more 


. economically, and advise ‘extreme prudence’ in carrying out price reforms. 


It is not clear whether they, have made significant progress in evolving a 
unified approach and working out a viable strategy to manage the transi- 
tion, and what the concrete elements of it are. These aspects deserve to be 
closely watched, for though the order of change projected in China is far 
more drastic and far-reaching than in India, there are essential similarities 


. especially concerning the mix of market and direct controls, the internal 


organisation of the public sector, enterprises, the. strategy to infuse 
technological dynamism and build the capacity for technological self- 
reliance. One important lesson from the Indian and Chinese experiences 


‘is that some of these problems transcend the ideological basis of 
' systems. 
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Three Communes and a Production 
Brigade : The Contract Responsibility 
System in China | 


I 


A NUMBER of socialist economies including the Soviet Union, Vietnam 

and China have undertaken in recent years a process of economic reforms 

aimed at revitalising their economies, particularly their lagging 

agricultural sectors. Perhaps the most far-reaching and sweeping reforms, 

however, have taken place in China's agrarian sector since 1980 with the ` 
introduction of the household contract responsibility system. Most of us 

are aware that production relations in Chinese agriculture have altered 

quite substantially with the restoration of the household as the unit of 
decision-making and accounting for most purposes, and with the revival of 

private retail trade. А great deal of confusion prevails, however, with regard 

to the character and- implications of this change for the building of 

socialism in China. A number of observers have called it 'decollectivisa- 

tion' and have even equated the development of markets and production 

for the market with ‘capitalism’. | 


The purpose of this paper is not to give a comprehensive account of 
the working of the new economic policy in China, but to outline, in some- 
what heuristic and impressionistic terms, our own perception ofthe nature 
of the recent changes and the possible implications for socialist construc- 


tion.In this, we have relied not only on the usual sources of data relating to 





the Chinese economy but also on our direct impressions during a visit to · 


China in mid-1983, supplemented by the observations of other visitors at 
end-1985, during which period the implementation of the new policy was 
in full swing. An account of the three communes and a production brigade 
visited is given in the hope that it might help to give a concrete idea of: 


recent developments. | 

It may be noted that there is a common feature in.the ecónomic 
reforms, especially with respect to agriculture, in the Soviet Union, Viet- 
nam and China : the emphasis on effective material incentives for raising 
product. The question of production incentives has always been a dif- 
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ficult and'contentious issue in socialist planning, from the early days when 
the Soviet Union was the only socialist country in the world, and 
economists such as Frederick von Hayek and Ludwig von-Mises predicted 
that because of its inability to find a substitute for the profit-motive and for 
markets as an allocative mechanism, socialist planning was bound to fail. 
While the experience of planning using prices of account, referred to in 
Oskar Lange’s reply! ‘effectively disposed of the argument regarding 
resource allocation, the question of work motivation for the individual has 
continued to prove a vexing one (except in periods of mobilisation against 
a national enemy, as during the anti-fascist wars). 

"^ A It has become clear from the practical experience of planning in the 
Soviet Union and later other socialist countries, that the more rational and 
socially equitable system that socialism represents releases productive for- 
ces undreamt of by even its most ardent advocates. Societies-have leapt in 
the span of decades, starting with very adverse circumstances, over an 

` economic growth trajectory which took today's advanced capitalist coun- 
tries some centuries to cover,at the cost of a great deal of human: misery. At 
the same бте, however, the socialist growth path generates its own con- 
tradictory features and its own fetters on continued growth in productivity, 
once the initial leap has been accomplished. 


Unsatisfactory agricultural growth in.the Soviet Union has prompted 
‘the formulation of a policy, initiated by present President and former 
Agricultural Minister Gorbachev, of introducing a system of contracts bet- 
‘ween the production team and the collective within which it is located. The 
contracts specify the amount of product to be supplied by the team at a 
given price with bonus payments for overfulfilment. This is expected to 
provide a strong material incentive for rise in team productivity but it is as 
yet not clear how widespread the adoption of the system has been. 

' It is perhaps not generally known that in Vietnam, a system of con- 
tracts between peasant households and cooperatives was started some 
years ago, when the government faced a difficult situation with respect to 
the supply of foodgrains to the cities. Under the ‘Khoan’ system introduced 
in 1977 in the northern part of Vietnam around Haiphong and extended 
subsequently, the peasant household signs a contract with the cooperative 

. within which itis located to supply a specified amount of product at a given 
- price. The surplus production over and above this belongs to it and it can 
dispose of it as it wishes. The Vietnamese government simultaneously 
` raised the purchase price of grain and made available fertilisers and hyb- 
rid seed. The households were permitted to purchase implements and 
equipment. Under the new system agricultural growth has been quite spec- 
` tacular : rice production grew at 10 per cent per annum and permitted an 
80 per cent rise in procurement (from 2 m. tons to 3.6 m. tons) over only 
‘three years, 1980 to 1983. Peasant economic differentiation is reported to 
have increased? . 5 - 7 -- 
The main difference between the contract system in the Soviet Union 
on the one hand, and in Vietnam and China on the other, is that the former 
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retains the production team as the basic unit of operation and accounting; 
the contract is a team contract, and private ownership of any non-land 
means of production used on collective land isjimpermissible. In the two 
East Asian ‘countries, however, the fact that the contract is with the 
household and not the team puts the individual household back as the 
basic operating and accounting unit for most purposes (but not for all, as 
we shall see later). It also logically follows that household private 
ownership of non-land means of production has to be permitted if the 
household becomes the operating unit. It is hardly conceivable that Soviet 
planners will ever officially consider reverting to the household as the con- 





tractual party : the first socialist country is also the most orthodox with теѕ- 


pect to policy, which is as it should be.? Besides, collective agriculture with 
supra-household basic operational units like the team is now over fifty 
years old and its contours appear to be too firmly set for a radical change: 
while in the case of China, in part, it is the same generation which was 
‘urged to form communes some:three decades ago which has been asked 
two decades later to switch back to household |production. 


The household contract responsibility system introduced from 1979 


in China is similar to the successful Vietnamese model; it certainly rep- 
resents a major change in the sphere of production relations. It will be 
recalled that ever since the peoples' communes were formed during the 
‘Great Leap’ period between 1958 and 1961, the basic unit of operation and 
accounting within the commune had been a two-tier one of the production 
team (containing from a few dozen to over a hundred workers) and the pro- 
duction brigade (corresponding to the labour force of the entire village, 
divided into production teams varying usually from five to ten in number). 
Peasant household incomes were determined by the work-points earned 
by the working family members functioning as part of a production team. 
At the end of the year the net output was distributed i in cash and kind in 
proportion to work-points earned by members, lafter setting aside a frac- 
tion for accumulation and welfare funds. This |work-points system, with 
the team and sometimes brigade as the operational and accounting unit, 
and with distribution of team or brigade income to individuals in propor- 


tion to work-points, had been in operation for two decades. It was replaced ' 


gradually from 1979 and барыу from 1981 by the household: contract res- 
ponsibility system. 


Under the new system thet team ceases to function as the basic produc- 

. ing and accounting unit and is replaced Бу the household. However, the 
. team continues to exist and function in some productive activities, as will 
be clear from the case-studies below. Each household is allotted a certain 


amount of land for cultivation, depending on farnily.size, and in principle >. 
it need not be allotted the same land every year. Land continues to be | 
owned collectively by all commune members|as does. the fixed assets - 


already created. (There i is also some confusion amongst us regarding the 
. meaning of ‘commune’ today, for some important administrative changes 
have taken place. The commune continues to remain intact for the purpose 
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of agricultural productive activities and it is run by an elected body. But the 
civil and police powers it earlier possessed.— such as maintenance of 
roads and bridges, administration of law and order, etc. — are now vested 
in a separate body, the township government, which also ruris industrial 
and other enterprises, and exercises overall administrative control over the 
production collectives.) 

Each peasant household enters into a contract with the Қа? (now 
renamed the ‘village committee") to produce a specific amount of output of 


` different crops. From this output the seed requirements and direct con- 


sumption requirements are deductible and only the balance is required to 
bé delivered, which is paid for at the quota price specified in the contract. 
In 1979 the government decreed a 25 per cent across-the-board rise in 
quota prices. Any output produced in excess of the contracted amount 
belongs to the household, and it can either sell it to the State, which will 
purchase it at a higher-than-quota price, usually 50 per cent higher, or it 
may sell on the ‘free market’, which means village fairs, roadside stalls, etc. 
A household's income now depends directly on its output, particularly the 
surplus-over-quota output which commands a premium price. This sys- 
tem is praised by Chinese planners as "linking remuneration directly to 
work’ and helping to ‘break the iron rice bowl’, by which is meant a guaran- 
teed income regardless of work intensity. Furthermore, individual 
households can now purchase equipment, transport vehicles, etc. While 
the less expensive items such as sprayers and hand-held motorised tillers 
are being purchased by households, in the case of trucks and vans several 
households generally club together. 

Clearly the new system does represent a very clear break from the 


. principle of collective production, accounting and distribution : it appears 


to represent.a reversion from collective production to household produc- 
tion. Yet it would be a grave mistake to equate this kind of household pro- 
duction to the forms of individual peasant family production in our own 
systems. For, all these drastic changes are taking place within a curiously 


` stable overall environment with regard to ownership of fixed assets and 


collective’ economic management. The Chinese peasant household 
functions within a collective structure of land ownership, collective 
ownership of non-land fixed assets, namely irrigation systems and con- 
structions; there are collective educational and health facilities; and 
collective decision: making regarding the broad overall direction of 
development of the commune. The: household continues to pay towards 
the-common accumulation and welfare fund. 


"Despite the introduction of private ownership of some non-land 
means of production earlier mentioned, the proportion of private assets to 
total productive assets on a commune is still quite small. The most impor- 
tant asset, the irrigation systems, are cóllectively owned and cannot but be 
so, forthey comprise elaborate systems of reservoirs, pumping stations and 
distribution pipes. In consequence irrigation is one operation which was 
observed to be carried out on a team basis even where other operations had 
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become household-centred. It was precisely (ће commune's ability to 
mobilise underemployed labour on a large scale which had permitted, in 
the sixties and seventies, a massive expansion of the irrigation network, 
raising the proportion of cultivated area under irrigation in China as a 
whole. from 26 per cent (about the present levél-in India) to about 48 per 
cent. The existing irrigation systems are not household-oriented (as is the 
case with small-scale tubewell irrigation) but were designed with the irriga- 
tion needs of the entire commune in mind. These systems cannot be 
privatised, nor is there any proposal to do so! 
The system of collective production based on team and brigade, with 
. distribution of income according to work: "points, had appeared to work 
well for two decades. The question mightlegitim ately be asked, why did the 
architects of the new economic policy feel the need to change the system so , 
drastically ? While it is true that the formation of the communes from the 
advanced cooperatives during 1958 to 1961 coincided with disastrous 
. agricultural performance and sharp social dislocation, the system had 
subsequently settled down and had substantial achievements to its credit. 
There are no precise estimates of the value of capital formation during this 
two-decade period, but from:all accounts there! seems little doubt that the 
commune form of organisation was ideally suited to.a large-scale 
mobilisation of unemployed and underemployed labour for capital for- 
mation and conservation projects which could not possibly have been 
undertaken even’ within the cooperatives. The commune guaranteed a 
minimum subsistence while asking those alreddy i in the labour force but 
underemployed, to step up their work inputj for common projects, іп 
anticipation of higher future incomes as the projects fructified. In effect, 
this form of organisation permitted what would be called, in a capitalist 
economy, ‘a ‘deferred wages system’ for increased labour input, because 
everyone's minimum subsistence was looked after; virtually ñon- 
inflationary financing of investment outlays was thus ensured. In addition, 
during the Great Leap, the familial activities of cooking and child- 
minding were socialised in order to mobilise women for productive labour. . 
In consequence there was an extremely impressive order of physical 
transformation of labour reserves into capital and into social overheads. 
Millions of cubic feet of soil were carried up hillsides to fill terraces pain- | 
fully reclaimed by stone and earth walls; many thousands of hectares of - 
degraded hillsides were planted with trees; and most important, as already 
mentioned, there was a massive drive for water conservation. ^In addition, 
common facilities such as nurseries, schools and clinics were constructed. 
In commune after commune the same statement is heard : "We had con- ` 
siderable problems with uncertain output until we built our irrigation 
reservoir and distribution system during the Great Leap.’ To date some 
46,000 reservoirs have been constructed with a capacity of 400 billion cubic 


feet of water. i i 


It is well known that with regard to destrüction of forest cover and 
degradation of soils, the situation in China at liberation was considerably 
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more serious than in India at independence (which is-now however fast 
approaching the initial ‘Chinese point’). Measures on a war footing.to 
arrest and reverse the long-term trend of environmental degradation could 
only be implemented through the commune system, which threw an army 
of workers at the- denuded hills. “Тһе foolish .old man who moved the . 
mountain’ was precisely the appropriate didactic model for a society which 
; had to attempt the apparently impossible : undertake such a ‘big push’ in 
the rural areas that the growth trajectory could be shifted to a qualitatively 
higher level. By-and large the attempt succeeded; though much remains to 
be done with.regard to afforestation and soil conservation, the past trend of 
deterioration has been arrested (timber forest and reforested slash areas 
- nearly doubled between 1965 and 1980;.as Table 1 indicates). Irrigation 
~ пом accounts for nearly one-half of the total cultivated area and has per- 
mitted a near-trebling of foodgrains yields, using indigenously researched 
hybrid varieties. Two-thirds of China's 400 m: tons of food is produced on 
an irrigated area of 44.65 m. hectares. 


Such a ‘big push’ in the rural areas could not, however, be undertaken 
without certain economic and social costs. Considerable social dislocation 
was inevitable, particularly in the initial period when ‘left excesses’ were- 
common, and the peasant's small private plot was abolished to ensure that ' 

. there would be no diversion of labour from common projects. The sudden 

. socialisation of hitherto familial activities and the drawing of women into 

the work force on a large scalé was dramatically reflected in the 

demographic data : birth rates fell sharply, while there is some indication 

that the death-rate rose during 1958-61 (though it fell again rapidly from 

1962).5 With- such large-scale labour mobilisation, instances of mis- 

— _ management and wasteful deployment of resources were not uncommon. 

- Output achievements tended to be often grossly exaggerated as a premium 

was put on obtaining fast results, which in-the nature of the investment 
effort involved was often impossible, ‘piven the technical lags. 


“With all its difficulties and drawbacks, however, economic develop- 

ment during this period of roughly fifteen years from 1958-59 represented a 

. new type of ‘primary accumulation” in a socialist economy on a hitherto 
unprecedented scale. It was not only the case that a substantial part of the 
agricultural surplus was diverted for industrialisation on the familiar Pre- 
obrazhensky model (through the instruments of taxation and terms. of 
trade); there was also simultaneously, as we have argued, a direct transfor- 
mation of labour reserves into physical capital formation within agricul- 
ture, laying the basis for a substantial rise in agricultural production and 
surplus in the.long run. This type of ‘primary accumulation’ basically 
implied that peasants had to work harder while eating and living at a very 
( . slowly rising real consumption level. Such an economic scenario of a high 
tate of accumulation at the expense of present consumption could be 
* acceptable only on the basis оҒ-а sharing of hardship, with a stress on 
collectivist as opposed to individualist values, on the perception of , 
egalitarianism as desirable. For firstly, the additional labour that a peasant 
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was being asked to put in did not necessarily benefit him immediately or 
directly, but only with a substantial time-lag; in some cases the labour cori- 
tributed by a brigade to a project benefited other brigades relatively more 
owing to the location of projects. Secondly, within a brigade and within 
production teams, although in theory income was distributed according to 
work, quite a substantial share appears to have been in practice distributed 
accordng to basic needs. This arose from the practice of giving a minimum 
ration of grain and sometimes other commodities as well, the ration vary- 
ing according to the family size and age structure, to every household in the 
course of the year. This was then adjusted.against the work-points earned 
at the end of the year and the balance of income was distributed in cash. 

The less diversified and rhonetised a commune the higher was the share of 
output value distributed.on egalitarian principles and the lower the cash 
component. The official policy was that the ‘basic grain ration’ should not 
fall below 70 per cent of total grain distributed.‘ This system benefited 
households with an unfavourable age structure and unable to earn a large 
number of work-points, and maintained them at the expense of other 
households. Additionally it carried the potential of a considerable 'free 
rider’ problem in that even those able to work hard could, if they wished, 
get away with not doing so, since they obtained the basic subsistence any- 
way. In practice the potential problem was prevented from becoming a 
major real problem through intensive, didactic political awareness-raising 
campaigns. Thirdly, the value of the work-points a worker was allotted did 
not depend on the quantum of work alone but also on criteria like ‘devo- 
tion to the public’. This divorced incomes further from the actual intensity 
of effort. 


Clearly the remuneration system was one which, in its emphasis on 
egalitarianism, apparently went beyond the economic stage of socialist 
construction to which it was in theory supposed to conform. Though dis- 

„tribution was to be based on the principle appropriate to a socialist 
economy, ‘to each according to his work’, a very large, even predominant 
share of net output was in fact distributed on the principle of ‘to each 
according to his (basic) need’. We have argued that this apparent ‘going 
beyond’ the socialist principle had a rationale : that in a very poor society, 
it was necessary for the successful operation of a deferred incomes strategy 
in mobilising surplus labour for capital formation. In this regard it is. 
significant that the disadvantages with respect to work incentives inherent 
in the egalitarian system of remuneration, were not perceived as outweigh- 
ing the advantages until about the mid-seventies. A drastic alteration in the 
official assessment of the remuneration system came only with the crucial 
December 1978 eleventh CPC Central Committee meeting. The new 
economic policy for the rural areas called upon peasants to ‘combat 
egalitarianism’ and to ‘break the iron rice bowl’, to do away with the system 
of ‘everyone eating out of the same big pot’. To this end the household con- 

_ tracting system was introduced, with the avowed intention of ‘linking 

remuneration directly to work’; at first to be implemented only in the poor 


r 
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and backward communes, but in practice spreading rapidly in the richer, 
advanced areas. 


Ii our view, the new economic policy of ‘combating egalitarianism’ 
and ‘linking remuneration directly to work’ cannot be seen merely as the 
product of one man’s economic vision, which is then counterposed to the 
Maoist vision which underlay the formation of the communes and the 
egalitarian distribution system. Rather, itis necessary to appreciate the fact 
that the particular economic vision which is associated with the name of 
` Deng Xiaoping gained acceptance and was implemented much more 

‘rapidly than expected by the peasants themselves, owing to the changing 
' objective situation in the ruralareas. Precisely as a consequence ofthe very 
success of the commune system for two decades in permanently raising the 
production base through a high rate of investment, the stage of primary 
accumulation had been superceded ór transcended by the mid-seventies. 
The remuneration system, which was appropriate and acceptable during 
the ‘big push’ in investment, was no longer felt to be adequate. An interest- 
ing point to note is that the politically tumultuous years of the 'Cultural 
Revolution' appeared notto have affected economic growth adversely, par- 
ticularly in rural areas; rather, they were years during which the positive 
advantages of the commune system — the reaping of economies of scale, 
and a high rate of investment — were consolidated and exploited to the 
maximum." Despite a chaotic population policy up to the early seventies, 
which kept the population growth rate higher than might have been the 
case, China raised per capita foodgrains production by raising yields on 
wet lands to very near world maximum levels. i 


Once the major infrastructural investments requiring large-scale 
labour deployment had been completed, however, investment possibilities 
could be expected to reach a ‘plateau’; other than maintenance of the exist- 
ing infrastructure and some minor additions, little scope remained for 
large-scale projects at the level of the commune. The disadvantages ofa 
remuneration system to labour which gave little or no return to individual 
initiative and hard work, were bound to loom large once the advantages of 
the same system in mobilising surplus labour ceased to be a major 
operational advantage. : 


The supercession of the stage of primary accumulation was also 
reflected in growing disproportionality problems, leading to a questioning 
of the need to maintain the former high rates of accumulation in the 
economy at the expense of low growth in consumption. The continuing 
large unfavourable gap between urban and rural personal incomes (in 
1978 the per capita annual incomes were Rmb. 316 and Rmb. 134 respec- 
tively), and the slowness of the rise in per capita real income in rural areas 
in particular, were increasingly seen as limiting, through the demand fac- 
tor, the rate of industrial growth, and also acting as a fetter on the diver- 
sification of rural production itself. Unsold stocks in the capital goods 
industries and, too-slow expansion of consumer goods potentiality enter- 
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ing into rural demand, were indicators of the malaise. In response to the 
problems of the new phase in development, Chinese planners have 
evolved, through a great deal of debate, what may be termed essentially a 
strategy of ‘agriculture-led growth’, though ny themselves do not charac- 
terise it as such. 


The main planks of the new strategy were to lower the overall rate of 
accumulation (from about one-third of the value of domestic material pro- 
duct by five per cent points or so); to raise rural incomes at a faster rate than 
before and faster than urban incomes in order to close the gap between the 
two; and to adjust the sectoral distribution of industrial production in 
favour of light industry in accordance with the expected changing pattern 
of demand. 


As regards the second Siete: with which.we are mainly concerned, 
the first step was to lower the effective taxation on the communes by raising 
the State purchase price of all products; at.the same time a ‘double-track’ 
pricing was introduced, namely, a low (but higher than before) fixed price 
for the compulsory delivery of the State quota, and a much higher — on 
average 50 per cent higher — fixed price for above-quota output, which 
could either be sold to the State at this price or аға varying price on the free 
market. (Under this kind оѓ double-track pricing the free market price 
would rarely exceed the State premium price; with a bumper harvest the 
market price would be lower and peasants would prefer to sell to the State, 
and with a shortfall in harvest. peasants would have little to sell above the 
quota.) These measures led to an estimated 47.7. per cent rise in the 
purchase price of the major farm products during 1978 to 1983, correspon- 
singly raising peasant incomes. (For urban workers most of this rise was 
offset by subsidising sales.) . 


There is little doubt that production has been strongly stimulated by 
the reforms though it remains a moot point whether the price. reforms 
alone might not have done the job without the introduction of household 
contracts. The index of total agricultural output value rose by 63 per cent 
during 1978 to 1984, with the share of grain production i in the total falling 
from 68 per cent to 58 percent, and the share of non-grain items rising from 
32 percent to 42 per cent (Table 1), reflecting the increasing diversification 
of agricultural production. Table 2 reveals the interesting fact that during 
1979-1984, tractor-ploughed area has actually registered a decline (to be 
attributed no doubt to the substitution of large-scale team-ploughing using 
tractors by household-operated tillers under the new household contracts), 
while irrigated area has not increased. Both fertiliser use and the consump- 
tion of electricity have, however, registered a sharp rise, doubling in the 
first case and increasing by nearly 90 per cent in the second. Despite the 
‘lack of increase in irrigated area after 1978. total grain output has risen bya 

quarter from- 304.8 m. tons in 1978 to 380 m. tons in 1985. This is substan- 
' tially higher than the Sixth Plan target of 360 m. tons by 1985.8 (There was a 
fall in grain output in 1985, compared to the bumper harvest of 407 m. tons 
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` Sown area Total afforested Of (2) timber forest Grain output 
- (m. ha.) ^ area (mha) and reforested m. tons 
- SC slash area 
1965 - 143.3 ` 343 . . 197 194.5 
1979 150. ` 4.50 . 359- 304.8 
1983 1440 ~ 6.32 432. 387.3 
1984 144.2 na. na. 407.3 
> Index of total Composition ofoutpùt, (percentage) 
` ошрш value А —— - 
. (1960 = 100) Crops Forestry, livestock, Sidelines 
! fishing f : 
1965 137.1 ' 758 17.7 6.5 
1979. 229.6 2 678 176 14.6 
1983 3362 622 ` 21.6 16.2 
1984 , 375.5 _ 581. . 22.0 19.9 


. 3 


Source : State Statistical Bureau, Guoji Shudian, Beijing. Various tables: 


1965 


1978 - 


1983 
1984 


` Table à 
INDICES OF NEW TECHNOLOGY IN RURAL AREAS 





Tractor-ploughed | І ГЕЯ ата 


area, m.ha. 


15.58 
40.67 - 
33.57 
34. ia 


"m.ha, 


Chemical fertiliser Electricity consumed 





.'m. tons bn. kwh 
1.94 3.71 
8.84 25.31 

16.60 42.81 
1740 46.40 





Source: As in Table 1. 
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| 
іп 1984; but the 1986 output has improved, being reportedly about 390 m. ` 
tons, which still does not recapture the earlier peak.) 


An important aspect of diversification of activities in rural areas is the 
acceleration in the established trend of growth of rural (processing and 
manufacturing) enterprises. The number of rural enterprises run by 
brigades and townships has risen by 10.3 per сеп! between 1980 and 1985, 
employment in them by 38.4 per cent and income generated has more than 
doubled. It will be evident that the newer enterprises are considerably 
larger in scale than the earlier average; since the earnings per worker in | 
rural enterprises is higher than in agriculture, this has been an important 
contributor of higher real incames in rural areas (Table 6). 


Rural per capita incomes have grown at a faster rate during 1978 to 
1984 than during the preceding two decades : the annual real per capita 
income index in rural areas rose by about 80 per cent between 1957 and 
1978, whereas it doubled during 1978 to 1984. In urban areas the index 
shows a roughly 50 per cent rise over the latter period. In consequence, the 
market for consumption goods, in particular thé rural market, has expan- 
ded sharply. The rural consumption pattern, as in any low income country, 
tends to lag behind the urban pattern : with the new rural prosperity a 
buoyant absorption of the older consumer durables such as bicycles, radio 
sets, watches, sewing machines, etc. (see Table 6) has kept these industries 
humming; the textile industry, especially synthetics, is also expanding. The 
newer consumer durables such as television sets, refrigerators and washing 
machines are still mainly demanded by urban households, though enter- 
ing the more prosperous peasant households for the first time (there were 
83.2 television sets per 100 families in urban areas by 1983 compared to 58 . 
in 1981; by contrast there were only 4 sets per 100 families in rural areas in 
1983, as Table 6 indicates). 


Rural China thus has been experiencing an unprecedented consump- 
tion boom. A further telling index is new residential housing : 2,800 m. sq. 
metres of floor space or 4 sq. metres per capita has been constructed on the 
communes between 1979 and 1983 alone, and in urban areas the new con- 
struction during this brief period at 395 m. 54. metres amounts to over two- 
fifths of the total construction during the entire period 1950 to 1983. 
(Cement production rose by two-thirds to 108 m. tons by 1983.) Not only 
was the earlier phase of frugality and consumption austerity brought to an 
end with the superceding of the requirements of primary accumulation; a 
swing towards consumption has been the active aim and achievement of 
official policy from 1978. Bukharin’s exhortation’to the Russian peasantry 
during the NEP years — ‘peasants, enrich yourselves !’ — was to be heard 
in practically identical terms in China’s communes. Combined with the 
opening up of China to external trade and capital flows in the interests of 
‘modernisation’, the consumption boom has in fact generated for the first 
time a substantial trade deficit by 1985, which ‘has however somewhat 
narrowed in 1986. Chinese planners today speak of the ‘over-growth of 
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Table 3 
Index of Industrial Composition of Output(percentaged) 
Output (1960 — 100) : 
. . Heavy Industry Light Industry 
(percentage) 
1965 і 140.2 484 51.6 
1978 i 406.7 56.9 43.1 
1983 608.8 51.5 5 48.5 


1984 77042 52.6 - 474 








Source : State Statistical Bureau, РЕС Guoji Shudian, Beijing. Various tables. 
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; x Table4 _ 
NATIONAL INCOME 
А Sectoral Contribution (percentage) Disposal (percentage) 
tee o 5 а 24. сл, ———— cM 
Agriculture - Industry Canstruction Consumption Accumulation 
Transport & ' 
(percentage) Commerce (percentage) 
o o U Imo 
1965 46.2 36.4 ' 174 729 27. 
1978 354 46.8 17.8 63.5 . 36.5 
1983 443 414 22143 70.3 29.7 
~ 1984 44.3 40.5 : 152 68.8 3 31.2 
; ; 
Source : As in Table 3 
Table 5 
LABOUR FORCE 

Total, m. No. of staff and Individual labourers Labourers in collect- 
workers , т. in cities and ives and indiv. 
Я towns, т. labourers in rural 
areas, m. 
1965 286.7 ЕТУ AT 253.3 
1978 398.6 95.0 0.15 303.4 
1983 460.0 115.2 2.31 3426 
1984 4760 _ 118.9 3.39 353.7 








Source :As in Table 3. 
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Table 6 


POSSESSION OF DURABLE GOODS PER 100 FAMILIES ИВЕ ІМ 


1978 AND 1983 








Urban areas · Rural areas 
: 1978 1983 .1978 1983- 
1. Bicycles : 135.9 159.9 307" 25-634 
2.Radiosets | 100.5 1046 -- 174 ' $68 
3. Wrist watches 240.8 268.2 274 914 
4. Sewing machines * 704 762 .,19.8 381 
5. ТУ sets. - "511 832 Ns 40 





Source : Lu Dong. "China's Industry on the Upswing’. Бейне Review. Aug. 27, 1984. The author 
is vice-chairman i in charge of the State Economic Commission. 


Total Rural ` А d 
enterprises of 


which . 142.30 15690 3.00 415 5961 


i) township. . 


enterprises | 33.80 4200: 139 2117 3322 10391 


ii) brigade 


and other 108.50 11490 1.61 


Table 7 


GROWTH OF RURAL ENTERPRISES 
Number! — Employment? 
. 1980 1985 1980 


N s д 


1985 1980 


204 2639 7883 


Income? 


182.74 | ; 26 


1980-1985 - 





Tax Paid? — /Ма Profi? - 
1980 


1985 1980 1985 





109 - "ng 11. 





— 


Source : State Statistical Bureau, ‘Development of Economic Sectors’, reproduced іп Beijing 


Review, January 19, 1987. 
Notes: ! thousand 

? million Я 

3 thousand million yuan 

4 hundred million yuan 





vies y us 
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. general social demand’ and the need to curbs it, which may however prove 


to be a more difficult task than the initiation of the consumption boon. 


A debate has been going on for some years in China on the promotion 
of ‘socialist commodity economy’, that is, production for exchange and res- 
ponsiveness to demand. Major steps have been taken in this direction. The 
success of the experiment in rural areas has largely. silenced the critics of 
the new policies and led to.a generalisation to other sectors of the idea of 


multiple forms of ownership (not only State and collective but also 


associations and individuals), multiple channels of exchange and multiple 


' pricing. The major effect has been on the tertiary sector : the volume of 


commercial transactions has multiplied with the streamlining of exchange 
between collective enterprises and.encouragement of private retailing; the 
long-moribund services sector is also expanding rapidly. The improve- 
ment in-commodity circulation has definitely a great deal to do with the 
realisation of the gains of improved productivity and diversification, but a 


` detailed discussion of this is outside the scope of this paper. 


‘Double-track’ pricing in rural areas and elsewhere is, according to the 
theorists, to be phased out by ‘single-track’ pricing, with the fixed-quota 
price on the one hand, and the above-quota price and market price on the 


- other hand; converging to an intermediate level: Up to the third quarter of 


1985, ‘double-track’ pricing was still prevalent, as described in the case- 
studies in the next section. From the end of 1985 the system of purchase of 
fixed quotas by the State Тай been reportedly given up in the case of all , 
excepta few key agricultural products, in favour of ‘planned contracts’. It is 


. not clear, however, how widespread the sdophon of the new.system of 


single-price Бозаев has been. 


П 


Тһе three communes and а production brigade located in a fourth com- 
mune, which are described below, are some of the most diversified and 
economically advanced communes in China. They are not representative 
of all communes, but are certainly typical of the better-off communes 
located in the coastal plains. It may be of some interest to see how the con- 


tract responsibility system was being operated on them. 


-Commune A (Double-bridge. Commune) i is located about 50 km. from 


Beijing. It comprises twelve villages, each constituting a ‘production 


brigade’, spread over 90 sq. km. of relatively level and intensively cultivated 
land. The area is criss-crossed by neat tree-lined avenues, with the crops 
growing straight up to the edge of the roads. The scene of greenery is 
periodically interspersed with several blocks of buildings, each in its 
walled compound : these comprise the various complexes of workshops, 


factories and administrative buildings. The commune contains a popula- 


tion of about 50,000 persons in some 11,000 households. The work force is 
about half the population, at 25,000,.and of this one-fifth or 5,000 persons 
are employed in the commune's 41 workshops and factories, the remaining 


" 


48 Utsa Patnaik 


four-fifths being engaged in 1 crop cultivation, fruit growing, dairying 
and pisciculture. 


The striking feature of the commune, for an, obser from India, is the 
combination of very intensive and diversified agricultural production, 
- with a considerable development of rural industry. The diversification of 
agricultural production towards orchards, dairying and pisciculture is a 
relatively recent phenomenon of the preceding five years; the necessity for 
it becomes clearer from the data on arable land area. This was 3,600 ha. or 
only 0.33 ha. per household, lower than the average holding size in com- 
parable parts of India. While some fruit and, fish culture had always been 
undertaken, of late the arca under orchards had been expanded to 500 mu 
and the area under fisheries to 2,000 mu. The entire arable area was fully 
irrigated after water conservation projects were undertaken during the 
‘Great Leap’, that is, since 1960. The irrigation is from three separate sour- 
ces : the not-too-distant water reservoir at the Ming Tombs, waste water 
from industry, and deep wells equipped with electric pumps. As the land 
slopes gently from the western highlands to the east, irrigation flow follows 
the gravity principle and no pumping is required, apart from the area 
irrigated by wells. The machinery owned at the commune level comprised 
40 combine harvesters, 180 mechanical rice- planters, over 200 powered 
hand-tillers and 200 trucks and trolleys. The entire crop area was almost 
entirely double-cropped, and grain land was mechanically ploughed and 
harvested. While representing a considerably higher level of farm 
mechanisation than the average in China, in absolute terms it was stated to 
be still quite low, with only one power-tiller, rice-planter and truck/trolley 
per 18 to 20 ha. Clearly, however, this level of i intensity of cultivation and of 
mechanisation is far higher than one would expect to find in the most 
advanced areas of Punjab in India over comparably large operated 

areas. 

The other fixed capital investment included the buildings and 
automatic milking equipment of four modern daity complexes with about 
2,000 hybrid cows; several piggeries; several large poultry farms raising 
mainly ducks and equipped with incubating, machines; and'about 50 
cement-concrete ponds housing ornamental fish raised for domestic sale 
and export. Both the dairies and the fisheries were recent innovations of 
the previous four years. There was an expanding urban demand for milk (a 

relatively new item in the Chinese consumption basket), for lean pork and 
for duck. Being located near the capital, the commune had been able to 
diversify its production structure to take advantage of this expanding 
urban demand. It supplied the famous ‘Beijing duck’ to the city's res- 
taurants and private buyers to the extent of 60,000 birds annually; it also 
supplied 13,000 pigs annually to the State purchase agency. The dairies 
were fully equipped for automatic milking. To the question whether music 
was played to the cows to improve.yield (put in a slightly facetious vein), a 
.serious answer was vouchsafed : that it had been tried outbut discontinued 
because no improvement was observed. The poultry farms were equipped 
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with ael снае made incubators; they raised mainly duck, but also 
included chicken and turkey. The most profitable 'side-line' activity 
however was the raising of several varieties of ornamental fish, which had 
a ready market both domestically and abroad. All the fixed capital invest- 
ment involved had been undertaken at a collective level : at the level of 
brigades in the case of the fisheries and poultry-raising enterprises; and at 
the level of the commune in the case of the dairies. 


The cropping pattern on the commune had seen a change in recent 
years away from the earlier exclusive reliance on wheat, towards rice pro- 
duction and an expansion of the area under vegetables. The area under 
orchards had also expanded in response to the demand for fruit; several 
varieties .of apples were now grown. Complementary to orchards, bee- 
keeping for honey had also been developed. 


. Thecommune had an impressive range of rural manufacturing enter- 


_ prises at the level of both the village (brigade) and the commune. There 


were the expected agro-based industries, such as flour-milling and pro- 
cessing, a medicinal honey-bottling plant, onion and mushroom-drying, 
fruit processing, farm tool repair, brick-making and tile-making. At a 
larger scale of production were factories manufacturing chemical fer- 
tiliser, insecticides, a cement plant and garment-making workshops. 
Altogether forty-one such enterprises, big and small, were run within this 
commune. As far as could be ascertained, although they employed only 
one-fifth of the commune's work force, the eriterprises contributed nearly 
two-fifths of commune income. 


With regard to the ‘contract responsibility system’, it transpired that 
contracts were made not with the household, but with the team and in 
some case with the brigade. It was the team which generally signed the con- 
tract to supply a specified quota of products, whether grains, vegetables, 
fruit or livestock products to the State. There was no sub-contracting to 
individual households, nor was there any proposal to do so. When asked why- 
the household contract was not being followed as reportedly other com- 
munes had done, the answer given was that it would not be rational for this 
particular commune to go in for household contracts given (i) the higher 
than average level of mechanisation and (ii) the labour-intensive nature 
of production. 


The two reasons given may appear to be mutually contradictory. but 
in fact are not so. Thé factor of mechanisation implied that in crop produc- 
tion, performing operations like planting and harvesting on a large scale 
was economical. There were no gains, and probably productivity losses, 
implied in breaking up these operations to a household-level scale. The 
point about labour intensity of cultivation related mainly to vegetable pro- 
duction; it was pointed out that while in-cfop production one household 
could take care-of 10 ти or more of land, with intensive yegetables produc- 
tion over 10 workers per mu were required, or a hundred times higher 
requirement. It was rational to operate with the team, which had from a few 
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dozen tó over one hundred workers. (A brigade or village had on average 
900 households with between 300 and 400 workers, with team numbers 
varying between 5 and 8.) 


АП output on this commune was sold to the State, including the sur- 
plus output over and above the quotas fixed with the team and brigades. 
(This however excluded the output of the private plots, not exceeding 1.5 
mu per household, which was sold on the free markets.) All payments to 
commune members was in cash, which they exchanged in the commune 
shops for their requirements. The per capita income‘in 1982 worked out to 
450 yuan (roughly Rs 2,250at the rate of Rs 5 per yuan) while the income 
for ‘full laboür oran adult able-bodied worker was 700 yuan. The break-up 
of the net output value produced on the commune was as in 
Table 8: : 


Table 8 . 





Ofotal net output value Absolute value Per cerit 
(from agriculture and industry) (million yuan) 








1) Distributed to commune members as personal 


income А 23250 
: . р 93.00 
2) Accumulation fund 0.625 2.50 
3) Welfare fund 0.500 2.00 
4) Tax to State 0.625 2.50 
Total g 25.000 : 100 00 





It is clear that in this particular commune the decision to implement 
the contract system with the team and brigade rather than with the 
household, meant that little change had taken place in the distribution sys- 
tem. The basic unit of accounting was stated to be the brigade (village). The 
rationale for the lack of change was the already substantial level of 
mechanisation and formation of other collective assets, and the large 
labour requirement of intensive cultivation for particular products, which 
implied that no advantages were perceived from reducing the scale of pro- 

' duction. The retention of the old accounting system had not prevented 
diversification; specialised teams were assigned to specific activities, such 
as operating the fisheries or orchards, or dairies. The fisheries raising 
ornamental fish were highly lucrative, yielding about 1 lakh yuan in pro- 
fits. Had this been distributed to the team of around 30 orso which actually 
operated this activity, the per worker income of team members would have 
been five to six times the brigade average. Distribution being on the basis 
of work-points with the brigade as the unit, served to spread the benefit 
over all brigade members. However this particular brigade was ‘richer’, in 
terms of a higher per capita income, than the others. 
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'- Medical services in this commune, as was the pattern elsewhere, were 
‘at three levels: а ‘cooperative medical ‘station’ at the level’ of brigade 
(village); a ‘health station’ at the level of administrative area, of which there 
were seven; and a hospital at the level of the commune. Peasants in the 
brigade paid a nominal sum of one yuan per annum for medical care, 
· while richer brigades had dispensed with the charge altogether. The сот- 
mune had a total of 19 primary schools and 6 middle schools, which gave 
compulsory schooling up to the age of 15 years. Senior high school and 
vocational training school existed but covered only a part of the eligible; 
they were ‘being popularised’. Considerable new construction of residen- 
tial housing was in evidence; land is provided to newly-weds by the com- 
mune, but the house has ‘to be built out of personal savings, employing.the 
commune's special construction team. АП residential houses were 'pukka' 
brick-built structures with tiled roofs. The, newer houses, built after 
demolishing old ones, were more spacious, being doubled-storied and bet- 
ter designed. 


'. It was stated that the diversification of crop output combined with 
innovations in profitable ‘side-line’ activities (which for one or two 
brigades in fact now constituted ‘main-line’ activities in income terms). 
and a greater emphasis on developing rural industry, had led to a notice- 
able improvement in incomes and іп living standards. The construction 
boom was certainly in evidence; so was a range of durable consumer goods 
rarely seen earlier in any peasant home, such as cassette record players. 
television and: modern furniture. (The ‘three olds’ of wrist watch, bicycle 
and transistor radio were already possessed by almost every household 
before the new economic policy.) 


Commune Bis located about 40 km. from Guangzhou (old Canton). In 
many respects it represents a contrast to. Commune A in that the 
household contract system had been. adopted enthusiastically and 
possibly carried further than originally envisaged. : 


This commune is set amongst picturesque, gently rolling hills heavily 
planted with orchards; paddy and fruit, especially lychees, are the main 
products.It contains seven villages, or as many production brigades, with a 
total population of 29,000 persons in 6,000 households. The work force is 
divided into a total of 102 teams, giving an average team size of over 100. 
The total area under crops and orchards in the commune was about 70,000 
mu (or around 7,000 acres), mainly under orchards (46,000 mu of lychees, 
oranges, prunes, apples and pineapples), rice (18,000 mu) and peanuts 
(4,000 mu). The commune гап a number of agro-processing and other 
enterprises employing 4,000 workers or a quarter of the work force per- 
manently and double that number in the agricultural slack season. But the 
' mainstay of the commune was the production of lychees and paddy. 


The household contracting system had been: adopted on the com- 
mune in 1979. Each household signs a contract with the brigade (or village 
committee) for a certain amount of land (1.2 mu paddy land and 3 mu 


a 
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orchard per ‘full worker’). The period of contract for paddy was annualin : 


the beginning, and from 7 to 9 years for orchards. From late 1982, however, 
the contract period had been- lengthened, to between 2 and 3 years for 
_ paddy land and 20 to 30 years for orchards. The justification given for the 


long contract in the case of orchards was the length of time new plantings ` 


took to reach fruit-bearing age. Barren hill land was also contracted to 
households for planting, a task earlier-performed by the team. 


The price at which the paddy quota was purchased by the State was; in 


1982, 22 fen per kg., i.e.,22 yuan per quintal, while the households’ surplus 


production above the quota was purchased'at a 
yuan per quintal. (These are roughly equival 


price 50 per cent higher, 33 
ent to Rs. 110 per quintal 


quota price and. Rs 165 per quintal procurement price for above-quota out- 


put.) Fruit production varied.a great deal from 


year to year; every year an 


estimate was arrived at and the quota set by the local planning body. The . 


price for lychees varied between 1.6 yuan and 4.6 yuan per kg. depending 
on the crop. A majority of houséholds were státed to have exceeded their 
"production quota and benefited from the premium on extra production. 
The State was the sole purchaser of all commune products except a part of 


lychee production: thus:the commune had delivered to the State 15,000: | 


quintals of rice and 30,000 quintals of fruit, 600 quintals of peanut oil, 2,400 


quintals of pork, and 500 quintals of honey. The total. production of rice 
and fruit was,stated to be 103,000 quintals апа 125,000 quintals respective- 
ly: Thus about 11.000 tons of paddy had been retained for consumption on 
the commune;; after retaining some 1,000 tons of fruit, the, balance -of 
around 6,000 tons of fruit was sold on the ‘free markets’ which comprised 
roadside stalls and the Guangzhou. market. : f 


A three-tier structure of asset ownership was emerging on the com- -` 


mune with regard to productive équipment. The land and irrigation sys- 
tems wére ownéd by the commune as a whole; the brigades collectively 
owned 16 medium tractors, 30 trucks and 7 lorries, while the teams owned 
170 power-trillers and minor equipment. The households privately owned 
27 trucks, several households informally coming together to invest in 
trucks for transporting their surplus output of fruit to. the market. 
Households were also going. іп. ог investment in hand-tillers, sprayers, 
etc s f і А i у : ЭР 

As-regards the performing of agriculturalioperations, a mix of team 
and household functioning appeared to prevail. A large reservoir, with a 


capacity of 10 m. cubic metres, had been constructed with collective labour ' 


during the ‘Great Leap’ period, fully irrigating the 90,000 mu of sown area 
under paddy. Irrigation continued to be a team responsibility under the 
reformed system, and no charge for it was made to households. Other 
divisible iriputs like fertilisers and pesticides were now appliéd' by 
- households on their contracted area and they had to purchase these inputs 
from the existing brigade-level supply depots. Households could either 
hire tractors or power-tillers from the brigade and team stock, or operate 


- a / 





' 
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their privately owned equipment. In some cases the team as a whole per- 
- formed the ploughing operation with team-level equipment. Thus a great 
_deal- of flexibility, reflecting the preferences of households making up 
individual teams was in evidence. Weeding and harvesting were now per- 
formed by household labour; this commune employed neither planters 
тог harvesters, unlike Commune А... `. - 


_ The one respect in which this commune had gone some way towards 
privatisation was with regard.to newly planted orchard land. This was a 
very recent feature introducéd a few months earlier : over and above the 
household’s private vegetable plot, not exceeding about 0.6 mu per 
household, hill land cleared ‘and planted with fruit trees by households 
was in future proposed to be kept as private property up to a limit of 1 to 2 
mu per capita. ! 


= At.the annual meeting of its general body, the commune members 
. elected a total of 220 representatives, or around 30 per village; these rep- 
resentatives in turn elected the 17-member commune administrative com- 
mittee (САС) for a two-year term. A formally separate 7-member party 
committee (PC) overlaps with the CAC, the deputy-secretary, of the PC 
being also the chairman of the CAC. The chairman and director of the 
CAC, along with the three deputy directors, are required to engage in 
specific aspects of commune administration: The educational and health 
facilities paralleled those of other communes :'one or more kindergartens, 
` a junior middle school and’a-clinic at the brigade level providing seven 
years compulsory schooling and medical aid; a senior school and a hospi- 
tal at the commune level. The commune had built a theatre and operated a 
mobile cinema unit. ABO ыж 

The responsibility for tax payment to the State lay with the production 
team. Every: household contributed, via the team, about 6 per cent of the 
gross output value of fruit as tax, and 3 per cent of paddy value. Of the total 
net output value, the break-up given was as in Table 9. i 














Table 9 
- Of total net output value 4 Per cent 2 m. yuan 
Distributed to commune members. ` 
as personal income zi . 80.0 2 11.60 
- Accumulation and welfare fund е 15.5 f 2.25 
Tax жыл» del) Т? a eral 0.65 
l 100.0 ' 14.50 











In the past the major avenues of collective investment in agriculture 
had been the irrigation reservoir, four pumping stations each with 6 to 8 
electric pumps, and the.extensive system of underground pipes extending 
'for 10 kms for distributing irrigation water. The commune had also inves- 
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ted in a hydroelectric power station contributing to the Kwangzhou grid, : 
which the State had subsidised by allotting part of the funds. The com- . 
mune was fully electrified. The enterprises run within the commune ' 
included agro-processing units such as cereal processing, oil-production, a 
honey bottling plant, fruit preservation units and herbal medicine units. 
There was a large stone quarry, brick and tile-making enterprises and a 
. workshop for repair of machinery; there were units manufacturing toys, 
candles and other consumer goods retailed through various marketing cor- 
porations in Guangzhou and elsewhere. Іп an annexe to the small com- 
mune exhibition hall displaying the varieties of crops and fuits grown, a 
gallery displayed paintings by peasants executed in their spare time. 


A tea-producing brigade in Commune C was visited. This commune is 
located about 25 kms. from the town of Hangzhou, amidst picturesque 
hills. The commune contained in all 13 brigades spread over 40 sq. km. of 
area, some specialising in tea-growing alone and others combining it with 
field crops, depending on the nature ofthe topography. The brigade visited 
comprised 450 households with a population of 1,470. It was administered 
by an 11-member managerial committee elected annually by the brigade 
members. The brigade committee was led by a chairperson and two vice- 
chairpersons, one of whom had to be a woman. The commune as a whole 
was run by a 17-member committee elected once in 3 years by brigade rep- - 
resentatives of the total commune population of 25,000 in about 6,000 
households. (Since brigade leaders were automatically members of the 
САС, this left 4 additional members to be elected:) ) 


Though located іп а traditionally renowned tea-growing area, the 
inhabitants of the village (at the present brigade) had been very poor 
before liberation in 1949, producing a low yield of 450 kg. per ha. over an 
area of only 35 ha. of tea-growing land. With the formation first of the 
mutual aid teams and then advanced cooperatives, yields were nearly 
quadrupled by 1958 to 1,780 kg. per ha. After formation of the commune, 
yields were raised further through closer planting, fertiliser application 
and better pruning practices, to 2491 kg. per ha. by 1982; the area planted 
was extended through team labour to 75 ha. 


The brigade ran a tea-processing plant in a large two-storied building, 
in which 70 per cent of the drying was done mechanically using electrically 
operated dryers; the remaining 30 per cent was hand processed to produce 
tea of a particular high-value quality. The brigade had only 5 ha. of paddy 
fields, on which a tractor was used; it also owned two trucks. Although the 
total hill area under the brigade was about 600 ha., only 80 ha. was thus 
actually under cultivation. In addition each household had its private plot 
of 0.03 acre per capita, or 0.15 acre per household of 5, on which pigs and 
poultry were maintained and some vegetables grown. The brigade was 
almost entirely dependent for its food requirements on purchases from the 
State, other than the products of private sideline activities. In 1982 the 
brigade had set up, using the collective accumulation fund, a brocade-. 
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making workshop equipped with six machines, which was in 
production. · 1 

Тһе contract system was explained as follows. Owing to the tiny area 
of paddy land, this was not parcelled out but cultivated by a specialised 
team which contracted with the brigade. Owing to the uniformity. of 
-cultivation practices as well as the seasonally concentrated nature of 
labour requirements on the tea-growing land, here too no contract with 
individual households, was envisaged. Instead specialised teams were 
allotted specific tasks in tea cultivation, tea processing and the brocade 
mill; and overfulfilment of the contracted quota of work or output within 
the specified time merited bonuses. The new system appeared to have 
made little difference to the system of accounting, since the team remained 
the basic unit. All output was sold to the State (other than the surplus out- 
put of private plots which was sold on free markets). The previous year's 
annual production of 1,770 quintals of processed tea fetched the brigade a 
gross income of 1.276 m. yuan. With production costs at 17 per cent of gross 
-output value, the net income was 1.059 m. yuan, distributed as in Table 
10. Jh 


“ 











2 Table 10 
NET INCOME FROM CULTIVATION OF PRODUCTION BRIGADE (1982) 
т: yuan Per cent 
Distributed to brigade workers . 
as personal income 0.837 79 
Accumulation and welfare funds ` a ' 0.137 13 
Tax to State . 0.085 8 
.1.059 100 





It may be noted that the rate of tax (in terms of share of net output) for 
a high-value crop like tea, is considerably higher, indeed nearly double 
that on fruit production (Commune B) and over three times that on grain 
production (Commune A). 


The average income per household from collective activities includ- 
ing the brocade factory was 1,860 yuan, while inclusion of the ‘sideline’ 
activities from private plots raises it to 2,060 yuan. The per capita income 
worked out to 624 yuan per annum (rather higher than the other two com- 
munes described so far, and higher than the average factory worker's 
income). 


Clearly, the incentive to shift to a household contracting system was 
rather low for this brigade because no particular advantage was to be 
gained from the breaking up of operations in tea production to a small 
scale of less than 0.2 ha. per household. Once planted, the tea bush requires 
manuring, which was done by a team in the slack season, while the busy 

picking season extending from early April to mid-October required tea 
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plucking three times with intervals of two to three weeks between sine: : 


kings. Tea picking and processing had.to be sequentially coordinated, and 
the picking timed accurately to ensure best quality. These operations could 
best be performed on a large scale by the production team of several dozen 
' workers rather than by individual households. Collective functioning had 
already led to an over five-fold increase in yields and a nearly three-fold 
‘rise in per capita real incomes. It was evident thata housing boom was on : 

as many as 82 households had out of their savings replaced old houses by 
new ones, constructed by the commune team in the previous year. The 
newer durable consumer goods such as sewing machines and television 
sets were being increasingly purchased. 


The brigade had one kindergarten, a nursery school, a school up to 
primary level, and a health clinic. Secondary schools and a hospital were 
available at the commune level. The ‘ retirement age’ for men was 65 years, 
for women 60 years. Between 60 to 70 per cent of average income, or at least 
400 yuan, was payable to every retired worker as pension by the brigade; in 
addition those strong enough to do some work were given extra 
payment. 


Now we come to Commune D, located | 60 km. from the city of 
Shanghai. It is relatively small, covering an агеа of only 32 sq. km. with 
about 35,000 persons in 8,000 households operating a total of 2,200 ha. of 

“arable land. The low availability of cultivable land per household at only 
0.275 ha., has obliged commune members to diversify output апа invest in 
rural industry. Since its inception in 1958, when it was wholly agricultural, 
manufacturing output on the commune-run factories has grown ata much 

` faster rate than agricultural output, which! itself has registered an 
impressive growth. In consequence by 1982, about 75 per cent of the 
income of members came from small-scale manufacturing and only just 
under one-quarter from agriculture, although the latter still employed 
about half the total work force. 


The commune arable is very intensively cultivated, with the entire 
area — other than orchards — being fully canal irrigated and triple- 
cropped, and féatured by a complex crop rotation pattern. Irrigation was 
: extended to cover all the 47 villages or production brigades included in the 
^ commune during the Great Leap period. Winter wheat from November to 
April-May is followed by quick maturing summer paddy and then by 
vegetables or by varieties of cotton. The gross Sown area at 6,000 ha. was 
thus nearly thrice the net sown area. Farm machinery owned by the 
brigades included 610 big tractors (over 12 HP), 210 power tillers, and 35 
trucks and trollies. In addition to the crops usually grown in the area 
` (wheat, rice, vegetables, cotton) in recent years commune members had 
- tried to diversify production by laying down orchards (grapes, peaches, 





apples) and by.investing in poultry units and fisheries out of the collective 


accumulation funds. 
The two poultry units each аага four large Chinese- made electric 
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incubators; apart from. ducks, chicken and. key: in an adjoining 
enclosure, deer were kept for.their horns (from which various traditional | 
medicines are made). The fisheries comprised three large cement-concrete 
covered pools in which the water was kept mechanically oxygenated to 
support a high density of 250 fish per cubic metre of water. A total of 20,000 
yuan (about Rs. 1 lakh) had been invested during 1982 to set up the 
fisheries which were looked after by a specialised team of workers assigned 
to the task. : 


Тһе household contracting system had Been introduced from 1980 on 
all 47 villages or brigades, each containing on average 6 teams. Each 
brigade allotted arable land to its member households according to a ' 
quota for each type. While earlier it was the team as a whole which for- 
mally took the decisions regarding when to perform agricultural 
operations, now the relevant decision-taking unit was the household. 

. However, in practice this hardly. seemed to have affected-the prevailing 
crópping pattern.. Тһе team. continued to function as a team for all 
operations involving collectively owned assets, such ds tractor-ploughing 
the arable and irrigating it. The other operations — sowing, planting, 
weeding, harvesting — were done by households on their allotted area. 
Each brigade had a supply station for fertilisers and pesticides from which 
the households could obtain their requirement against payment. 


The contracting system was explained as follows. Typically a family 
with 2;working members might contract for 2 mu of land with the brigade, 
and undertake to supply say-350 kg. of grain at the (1983) quota price of 28 
fen (0.28 yuan) per kg. Out of this, if the household’s self-declared require- . 
ment of consumption and seed totalled 250 kg., then only the balance of 
100 kg. was required to be delivered at the quota price. If the household had 
actually produced say 500 kg., then the surplus over quota of 150 kg., could 
be sold by it to the State which purchased it at a premium price of 42 fen 
(0.42 yuan) per kg. In 1982 évery household on the commune was stated to 
have overfulfilled its quota of grain production. (Sctting the quota low rela- 

- tive to productivity, as was being done; is simply another way of, firstly, 
encouraging output maximisation;and secondly, lowering the real burden 
of taxation on the commune implicit in quota price, in-order to raise per 
capita real incomes.) A similar.system prevailed with regard to non-grain 

-crops such as cotton or vegetables: The quota price was 3.60 yuan per kg. of 
ginned cotton whereas the surplus was paid for by the State at a 50 percent 
higher price of 5.40 yuan per kg: 


~ The commune operated a total of 45 mauütéctarins units employing 
9,000 workers, or just under half the total commune labour force drawn 
from about two-fifths of the households. Some households thus entirely 
specialised in manufacturing while others had members performing both 
agricultural work and working in enterprises. The units included in order 
of employment generation, garment-making units making up men's coats 
and shirts for export and the home market and a duck down unit making 
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up downquilts.the two together employing upwards of 1,000 workers; agro- 

processing such as cereal processing; vegetable products; cotton ginning; 

onion and mushroom-drying units using electrically heated drying racks; 

manufacture of aji-no-moto (monosodium glutamate) and lemon acid; 
-brick and tile-making; manufacture of toys, metalware, and confectionery. 

There was a factory manufacturing simpler agricultural implements and a 

machinery repair station. ) 





As elsewhere, under recent administrative ieforais the running of the 
commune а5 a production collective had been separated from the functions 
of civil administration, which were now vested in the. local ‘township 
government’. The commune administrative committee, elected by the 
commune members, now concentrated on questions of production and . 
distribution, while such matters as building and maintaining roads and 
bridges, and law and order questions which had hitherto been under its 
jurisdiction, were now the responsibility of the township government. The 
members of the CAC declared this to be a welcome reform in the interests 
of efficiency; earlier the CAC had felt itself to bé overburdened and unable 


to discharge its diverse tasks adequately. 


While in 1966 the average income on this commune was only 200° 
yuan, by 1982 it was stated to have risen to 451 yuan per annum; while ‘full . 
labour’ of an able-bodied adult worker earned 800 yuan. The break-up of 
commune net income from all sources (excluding private plots) was stated 
to be as in Table 11. ` І 

















ТаЫе 11 
Net income from all Sources In yuan Per cent © 
: Distributed to members as personal incomes 15.785 5187 
Accumulation and welfare funds. 2.153 - 143 
Тах to State ^ 0.712 . 820 





19.250 1000 

E 
As in other communes, a consumption boom was in evidence. A great 
deal of residential housing was being replaced and enlarged, and so were- 
the commune administrative buildings. Visits to the houses of better-off 
families revealed not only cassefte-players and television sets, but also 
such items as tiled flooring, imitation crystal cha: 





ndeliers and laminate- 
topped tables. The better-off honseholds were generally those which had 
members working in the enterprises or in the teams which ran lucrative 
side-line activities such as'pisciculture. The less well-off households had 
the traditional, acsthetically more pleasing, old; four-poster beds and 
brass-bound chests for storing clothes. On this commune there were as 
many as l70nurseries and 19 kindergartens, 12 primary schools and 3 mid- 


dle schools. There were 17 brigade-level clinics and a 50-bed hospital at the 
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commune level, maintained out of the collective fund plus a nominal 2 
yuan annual contribution per capita. | 


It is not permissible to generalise on the basis of visits to only four 
communes. What does emerge, looking at these communes as case-studies, 
is the wide variations — depending on the local, specific circumstances — 
in the interpretation and implementation of the contract responsibility 
system. In two cases, the contract was not with the household at all but with 
the team, the rationale being that the degree of mechanisation was high in 

one case, while a plantation crop was involved in the other. In the other two 
` communes the contract is with the household; but a varying mix of 
household and team functioning is observed because the irrigation sys- 
tems were designed for collective use, and large-scale machinery is wholly 
owned at a collective level.'Machine-ploughing and irrigating were thus 
observed to be carried out on the former large scale even when all other 
operations were at a family-labour scale. One of these two communes 
however had taken a significant step towards privatisation by permitting 
newly planted orchard land to be henceforth private property up to a cer- 
tain ceiling (though land already ‘cultivated remained collective 
' property). 
. Whatever the degree of autonomy extended to: т household as а pro- 
- ducing unit, to date it remains firmly embedded within the collective struc- 
ture of ownership of land and irrigation assets, collective planning of 
overall output deliveries, collective payment of taxes, and collective con- 
tribution to and utilisation of the accumulation and welfare funds. To 
characterise the household contracting system as representing 'decollec- 
-tivisation’ represents at the present stage a highly inaccurate description of 
what is happening. , 
At the same time, however, the priyate owenrship of some (non-land) 
means of production under the new system, as'well as the increasing par- 
- ticipation in commodity produciton by households, is bound to promote 
income differentiation. The Chinese planners are well aware of this, for 
studies on income distribution in rural areas and computation of indices 
of inequality at successive points of time are being carried out. One repor- 
ted study indicates, firstly, that initial inequality of personal incomes was 
extremely small, with a Gini coefficient of below 2.5; and that there has 
taken place an increase in income inequality during the period of rapid 
. growth, but the Gini coefficient value remains below 3.0. The extremely 
. egalitarian nature of the commune distribution system before 1979 permits 
‘some degree of manoeuvreability today with respect to policies wack 
simultaneously promote growth and inequality. 


There, are however certain dangers in the promotion of commodity 
production: While wide inter-commune variations in income levels have 
always existed (owing to the reason that some communes enjoyed higher 
differential rent from better soils, irrigation, location, etc.), this did not 
generate inter-personal tensions because communes formed virtually 
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closed units with no mobility of fibon But widening i income disparities 
within the same commune, the same brigade, and even the same team is a 
different matter altogether. As long as the overall growth rate is high and 
everybody's real income is rising, some increase in disparity сап be 
absorbed by the system : further, the actual increase і in consumption dis- 
parties is.less than the potential increase arising from income disparities 
` owing to the availability of collective, health, education and cultural 
facilities. (One reflection of this is the recent marked i increase in savings 
deposits in banks which in rural areas have risen four-fold during 1979 to 
. 1983.) But if the growth rate slows down. then increasing income ine- 
qualities are very likely to generate а more vocal opposition to the new 
economic policies than has hitherto been the case. 


Secondly, there is a danger that наа disguised contracts in use . 


of land and even in the use of labour power may emerge over time with the 
development of markets in final outputs, unless explicit counter measures 
are adopted by the State. Reports are heard that there are cases of allotted 
land being given over by a household to workers of other households who 
till it for a consideration, while the allottee finds more lucrative full-time 
employment in private ‘sideline’ activities such as selling eggs on the urban 

market. The logic of commodity production, once accepted, is difficult to 
confine to final output alone; it should Бе Stressed, however, that these 
cases are still a far cry from the development of ‘markets’ as we know them, 
and it would certainly be incorrect to see in these relations any direct 
revival of capitalist production. What they do reflect is an increasing 
mobility of rural household workers between occupations, which is now 
permitted by the increased flexibility of the institutional structure. One of 
the hitherto unavilable occupations is private enterprise in the tertiary sec- 


tor; some peasants who in the past would have engaged exclusively in 


agricultural occupations can now if they wish set up business retailing. 
goods in town markets, running food stalls, providing some -form of · 


transport, etc. Apart from the immediate household members severalother 
individuals can be ‘associated’ with such enterprises, without constituting 


‘hired labour іп the capitalist sense. There has been a phenomenal growth . 


of such ‘individual enterprises’ in the tertiary sector in recent-years, provid- 
ing mainly services of various kinds. (The number of ‘individual labourers’ 
in towns, for example, went up from only 0. 15'm. in 1978 to 3.4 m. in 1984; 
the data for individual labourers in rural areas, however, is not separately 
available.) Nevertheless, the contribution of private enterprise to the gross 
domestic product remains very small at below 5'per cent, the over- 


- whelmingly large share coming from the State and collective organisations : 


(including the communes, renamed ‘townships’, in rural areas). 

The large-scale and continuing experiments with reforming the eco- 
nomic structure, in which China is engaged; ‘merit close and continuing 
study. The very basic and interesting issue of to what extent commodity 


production and growth of exchange is compatible with the developmentof . 


a socialist economy is the question which is'posed in China today. Our 
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attempt in this paper has been a limited one, of sharing our own percep- 
tion, arrived at on the basis of study and observation, that as far as the rural 
areas-are concerned there has been no fundamental departure from the 
collectivist principle: büt rather, experiments with imparting flexibility to 
production relations, which have been associated both with positive gains 
by way'of diversified growth and potential problems with respect to 


` income differentiation. 
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Economic Change in China : 
Some Impressions: ` 


А І 

THE CHANGES which have occurred іп China's economic policy since 
1978 derive their inspiration from the guidelines set forth by the Third 
Plenary Session of the Eleventh Party Central Committee held in Decem- 
ber that year. Following the traumatic decade of the ‘Gang of Four’, the 
Central Committee called for 'emancipating our minds, seeking truth from 
facts, and doing everything in the light of China's realities’: ! for correcting 
the ‘left’ mistakes of the Cultural Revolution in all spheres of national life; 
and for shifting the focus of the work of the whole party to socialist moder- 
nisation as of 1979'. ? The programme of correcting past errors and ‘build- 
ing a socialism with specific Chinese characteristics" ? found full 
expression in the Sixth Five-Year Plan (1980-85) launched in 1979. The 
traditional development model which concentrated on the speedy achieve- 
ment of quantitative targets of output, capital accumulation and material 
inputs, was to be substituted by a strategy of ‘systemic’ development,which 
involved other aspects of modernisation — such as proportions structures, 
efficiency, etc. — which required ‘qualitative орітіѕайоп’* 


*I am not an ardent China-watcher, nor have I specialised in socialist thought and develop- 
ment. Like many of my generation, I have been left-of-centre, with a preference for planning 
rather than the free market system and have had a contemporary interest in Chinese political 
and economic development.I was therefore more than mildly surprised when I was invited by 
the ICSSR to a seminar in Beijing in- 1986 organised by.the Chinese Academy of Social 
Sciences (CASS). I could do little preparatory reading prior to leaving, and I arrived in China 
with the traditional ‘open mind. We had three days of discussion in Beijing, followed by brie, 
visits to Hangzhou. Shanghai, Guangzhou (Canton) and Shenzhen. At each of these places, 
we met scholars or government functionaries, saw some sights and exchanged impressions 

` amongst ourselves. Thanks to poor organisation, we did not get any of the seminar papers or 
background data on the Chinese situation either before or during the seminar. Nor could we 
visit any village, collective, factory, institution or facility for informal field discussions. Since 
none of us could speak or read Chinese we could not converse with or learn from the man іп 
the street or follow the local newspapers and television programmes. Thus, what we came 
back with was a series of images, disjointed notes, some photographs and a few official 
publications in English. What follows is a rationalisation of such fleeting perceptions rather 
than a deeply researched historical or current review. The reader is requested to bear this 
in mind. ў 
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` By the autumn of 1986, when we went to Beijing for a Sino-Indian 
symposium on economic development,the achievements of the Sixth Plan 
had been evaluated and the Seventh Five-Year Plan was in an advanced 
stage of formulation.The ‘overheating’ of the economy in the early years of 
the Sixth Plan had apparently been arrested; and the mood was generally 
one of satisfaction with the way the transition from the traditional to the 
new system was progressing. There were no obvious signs of the wides- 
pread students' ànd workers' unrest which was to unseat Hu Yaobang 
before the end of the year and even oblige Deng Xiaoping to pay public 
homage to Mao Zedong and the pre Cultural Revolution achievements of 
socialist development. Тһе foreign visitors, at any rate, had no way of sens- 
ing the gathering protest, though there were occasionally biting cartoons and 
highly critical letters to the editor in the local English language papers. 
There were also, once or twice. indications of disagreement amongst the 
Chinese delegates to the CASS seminar, ‘which the leader of the delegation, 
Professor Dong Fureng, sternly put down and the translators failed to tran - 
slate fully.In the smaller meetings with the faculties of CASS institutes or 
departments of Beijing University, however,some of the participants were 
more expliciton the emerging problems, though the criticisms in all cases 
were rather muted. Leaving aside minor issues ,the concerns of scholars as 
` well as of officials of provincial planning bodies, the People’s Bank of 
China and the overseas Chinese spearheading the import of technology 
and development of ‘special zones’, seemed to сепіте оп where exactly the 
ten principles set out in 1981 by Premier Zhan о Ziyang were taking China 
and Chinese communism. 


Before I turn to the ten principles, there is a general point. The 
Cultural Revolution was particularly hard on the 'academics' and other 
non-producers who were believed to have deviated from leftist orthodoxy. 
Many ofthem were despatched to rural areas ofthe north and northwest.to 
do manual work and be ideologically reformed. With the ascendancy of 
Deng Xiaoping these academicians returned to their old habitats and have - 
now become strong supporters of the new policy of 'socialist modernisa- 
` tion’. Since much of our contact was with such rehabilitated intellectuals, 

the emphasis in all of the Chinese presentations was on the success of the 
new system. The problems that had surfaced i in the mixed operation of two 
opposed strategies — the traditional strategy of high-speed growth vs. the 
new strategy of flexibility and qualitative optimisation -- were all 
- attributed to the weaknesses of the traditional strategy; if they had апу 
doubts at all about the new system, they preferred not to dwell on them too 
- long or too explicitly.In general.they tended to adhere to the view that the 
only way forward for China's national economy is to be found in a 
` thorough changeover in its development strategy which will launch it on to 
a new solid road that promises higher economic returns and more practi- 
cal benefits for the people.” This was clearly a one-sided view. Within the 
government, the party and indeed even the intelligentsia, еге were many 
strong adherents to the old strategy of massive accumulation, centralised 
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direction and quantitative maximisation. They. were not accessible to us : i 


for one reason or another,and we had no idea ofthe underlying opposition 
to the new strategy. Thus what we heard and saw was obviously very selec- 
tive,and itis no surprise that we had no better knowledge of the events that 
were so soon to follow than those who had not travelled to China ! 

П 1 
The ten general principles of consolidating and'i improving the economy as 
summarised by Premier Zhao were : 
1. Accelerate the. development of agriculture by relying on correct 
policies and on science. i 
2. Give prominence to the development of consumer goods industries, 
and further adjust the service orientation of heavy industry. 


3. Raise the energy utilisation ratio and promote the building of the energy 
industry and transport. | 


| А 
4. Carry out technical transformation step by step in key units and make 
the maximum use of existing enterprises. ` 


5. Carry out the all-round consolidation and hecessary restructuring of 
enterprises by groups. i 


6. Raise more construction funds and use them thriftily through improved 
methods of acquisition, accumulation and disbursal. 


7. Persist in an open door policy and enharice our capacity for self- 
reliant action. i; 


8. Actively and steadily reform our economic system and realise the initia- 
tive of all concerned to the full. 


` | 
9. Raise the scientific and cultural level of all working people and organise 
strong forces to tackle key scientific research projects. 


10. Proceed from the concept of ‘everything for the ‘people’ and make 
overall arrangements for production, construction and the people’s 
livelihood ® 

This extraordinary set of sutras, combining as it does specifics with 
. general exhortations of correct action, has naturally been interpreted dif- 
ferently by different groups and converted into priorities of various des: 
_cription.Some have focussed on the elements of change, while others have 
derived satisfaction from the undertone of continuity in the strategies of 
State initiative and accumulation. Apparently these variations are related 
to the extent of their disagreement with, or their suffering in the hands of, 
the ‘Gang of Four’. However, such differences i in interpretation are not 
open or sharp, and there i is a uniformity of logic and expression among 
theorists, practitioners and the press in Beijing, Shanghai, Guwangzhou 
and Shenzhen, which is striking. These echo probably the authorised ver- ' 
sion of the dialectic — authorised, that is to say, by the new helmsman 
Deng Xiaoping or his proteges. | : 

Let me illustrate. À major element ofthe new economic programme is 
the readjustment of certain ratios of the national economy — the ratios of 

| 


- 
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heavy industry, light industry and agriculture; the ratios of domestic 
savings, investment and consumption; the ratios of imports and exports; 
etc: All this readjustment is usually referred to as correcting the ‘left’ errors 
of the Cultural Revolution ,or as basing ‘our economic work on actual con- 
ditions’.’ These expressions recurred over and over again, whether we were 
talking to economists in the seminar, the manager of the silk factory at 
Hangzhou, members of the Shanghai Planning Commission or the 
functionary attached to the special zone of Shenzhen. What was sought to 
be conveyed was not, however always the same thing Sometimes it meant 
that China under. Deng was less doctrinaire, and less tied down to 
Marxism-Leninism or Maoism; sometimes it was to say that after a long 
- period of heavy accumulation, it was logical to appropriate more of the 
national product for consumption; sometimes that production quantities 
and the product-mix at the enterprise level should be market-oriented ;and 
sometimes just that the present leadership had ideas different from the 
past and it was important that people followed these new ideas. 


It was the: same when one asked ‘questions on the effect of the new 
economic policies on income distribution, technological unemployment | 
ог decision-making in public enterprises. Changes in-the rural areas as 
well as in metropolitan centres like Shanghai and Canton had resulted in а 
palpable. widening of income disparities. When-attention was drawn to 
this, we were told that under the new system 'some will grow rich first, 
others will follow’. What if those who have: grown rich first do not stop get- 
' tingeven richer and thus-not allow the others to follow ?The usual answer 
was that if that happened, the party was strong enough to take corrective 
steps. Similarly, asked’ whether the opening of the economy to foreign 
collaboration and import of new technology would not add to unemploy- 
ment, the response usually was that corrective steps would be taken at the 
appropriate stage. On permitting greater managetial freedom in public 
enterprises, or greater mobility of labour within provinces, the argument 
was always that this was intended to ‘realise the initiative of all concerned’ 
to the full’ (Premier Zhao's words), though it was not clear what exactly 
motivated such full initiative. Obviously, the blue uniforms of the Mao era 
had faded out, but пої the mental ‘attitude developed during that 
period. 


"There was, in other words, a general unwillingness, to recognise that 
the Deng reformation was in essence a watering-down of the Maoist doc- 
trine, in the name of correcting the ‘left’ excesses of the Cultural Revolu- 
tion. Indeed; in many official statements, the point has been made since 
1978 that the inherited system of total regulation of the economy should be 
modified to allow a part of the production activities to be market-regulated. 
The clearest ‘expression of this new approach was set out by Hu Yaobangin 
1982 in his report to the Twelfth National Congress of the party. 


China has a planned economy based on public ownership. Planned 
production and circulation cover the main body of our national 


t 


| 
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economy.Atthe same time,the production and circulation of some pro- 
ducts are allowed to be regulated through the market without being 
planned, that is, by letting the law of value spontaneously play a 
regulatory role, within the limits circumscribed by the State's unified 
plan and in the light of the specific conditions at different periods.... The 
State ensures proportionate and overall balancing by economic plan- 


ning and the supplementary role of market regulation. 


Whether in mandatory planning or guidance planning we must strive to 
make it conform to-the objective reality, constantly study changes іп 
supply and demand, consciously make use f the law of value and such 
economic levers as pricing, taxation and credit to guide the enterprises 
in fulfilling State plans and give them varying degree of powers to make 
decisions as they see fit. Only in this way can State plans be supplemen- 
ted and improved as required and in good time in the course of their 
implementation. As for a number of small'commodities which are low 
in output value, great in variety and produced and supplied only 
seasonally and locally, it is neither necessary nor possible for the State 
to control them all by planning. Enterprises may be allowed to arrange 
their production flexibly in accordance with the changes in market sup- 
ply and demand. The State on its part should exercise control through 
policies, decrees and administration by jindustrial and commercial 
offices and should help these enterprises with the supply of certain 


` important raw and semi-finished теа. : 
When he set out this combination of regulation througli planning 


with regulation through markets, Hu Yaobang stood next only to Deng 

Xiaoping in power; and his statement was treated as ‘the correct orienta?’ 
tion for the reform of our planning system and the economic management 
system as a whole.” Though Hu's mixed strategy explicitly allowed the law: 
of value spontaneously [to] play a regulatory role’, and thus borrowed а 

central device of bourgeois capitalism, hardly anybody referred to the 

Chinese economy as anything but a socialist economy. Systematic reform 

in this [Hu s] direction will help bring into full play the superiority of the 

socialist planned economy and greatly accelerate Сһіпа 5 socialist moder- 
nisation programme! - | 


This seemed to be the common stance —that what was happening in 
China was not a shedding of ideology but;advance to a higher order of 
socialism. The Chinese delegates to the CASS seminar did not seem dis- 
turbed by the market economics inherent in'Hu Yaobangs formulation. It 
is,of course,arguable that market regulation is no more than a device and 
hence ideologically neutral especially in conditions such as China s where 
all political power is vested with the Communist Party, private property in 
the means of production is still severely restricted and the economic objec- 
tives are collectively determined. This argument has found favour because 
much of regulation through the market was in respect of production and 
distribution of less essential consumer goods — which was welcomed by ' 
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the better-off farmers and the more privileged sections in the urban sector. 
But dissatisfaction with even this liberalisation apparently existed among 
the strict constructionists in the party, the bureaucrats whose power had 
been curtailéd, and students and workers who were apprehensive of the 
future for one reason ór another. The liberalisation process had thus 
created its own dialectic which came to a boil by the end of 1986. Recourse 

, to some liberalisation and individual choice in the economic sphere had 
generated ,on the one hand, the desire for less regimentation and control in 
other areas — education, labour mobility and even political activity at the 
local level; and on the other, conservatives in the party, suspicious of 
capitalist contamination and decline in the рагіу 8 dominance, were апх- 
ious to press for a slowing-down, if not a reversal .of the trend All this was 
not, of course, perceived by us or other China travellers at the time of our 
visit in September 1986. One might have had doubts whether the move- 
ment towards greater liberalisation would spread and gather so much 
momentum as to challenge the entire system; but one had no reason to 
think that China had become a ‘soft’ State.or that the party would hesitate 
to act if it felt there was any danger to its hegemony. 


III 


The changes that had already occurred or, according to our informants, 
were expected to occur under the new dispensation. were impressive. The 
more important of these concerned consumption levels, prices and 
marketing; management of enterprises; individual initiative, productivity 
and rewards; ‘open economy policy ; and macro-economic balancing. We 
may look at each of these briefly. — — . 5 


2 


CONSUMPTION LEVELS AND PRICES 


In Beijing, Hangzhou and Shanghai. shops and departmental stores were 
full of common people, and the shelves full of consumer articles of com- 
mon use — food articles, clothes. leather goods. electrical appliances, and 
so on. There were also television sets, cassette recorders, refrigerators, 
washing machines and other durable consumer goods on display. These 
latter were.not cheap; relative to the salaries of, say, CASS scholars and 
professors they were perhaps as expensive as in India. In all the cities we 
yisited, a great deal of residential construction was underway. These were 
mostly multi-storied blocks of flats, built by public authorities with pre- 
fabricated sections and allotted to ‘permanent residents on a point-rating 
system based on age, length of service. family size and work status. Rents 
for these flats were quite low — from 6to 8renminbi (yuan) for the smallest 
to about 20yuan for the larger ones (about 40 square metres of carpet area). 
These blocks of flats were built around central facilities for the supply of 
hot water and cooking gas. recreation and provision of daily. articles of 
consumption at regulated prices. The common modes of travel to work 
- were bicycles. buses or mass transit systems. all of which were in abundan- 
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ce. There were also plenty of other passenger vehicles on the streets such as 
cars and taxis. though much less than in comparable Indian cities. We 
were told that these belonged mostly to State agencies for use by high 
officials, visiting dignitaries or tourists, apart from some private cars, 
which were owned by farmers who had prospered under the new 
agricultural programme. Overall, it was evident that Premier Zhao's prin- 
ciple of giving prominence to the development of consumer goods indus- 
tries had been, and was being, pursued with vigour. It was no longer a ' 
stigma to dress well, own cars, television sets or refrigerators, though there 
was not much advertisement of such goods. Output increases of some of 
the manufactured consumer goods since 1978 are given in Table 1. 


Table 1 
OUTPUT OF-MAJOR CONSUMER GOODS (MANUFACTURES) 








Commodities 1978 :1983 1984 1985 
Cloth (billion meters) 11.0 > 14.9 13.7 14.3 
Woollen piece-goods , 

(million meters) 88.9 142.9 180.5 210.0 
Paper and paper board (metric ; ` 
tons) (machine-made) 2 44 66 73 ^ 83 
Sugar (milion tons) д 23 3.3 3.8 45 
Bicyles (million) 8.5 “27.6 . 28.6 32.4 
Sewing machines (million) 49 10.9 9.4 9.9 
Wrist watches (million) 13.5 347 38.0 41.7 
Television sets (million) 0.5 6.8 10,0 16.2 
Cameras (million) 0.18 0.92 72213 18. 
Household washing 2 А 
machines (million) ` 33 5.8 8.8 
Household refrigerators (million) 92 0.6 1.4 





Source : State Statistical Bureau, Abstract 1985 and Communique, 1986. 
Striking as these increases were, they did not always indicate a corres- 
_ponding increase in domestic consumption. Part of the output of textiles, 
bicycles, wrist watches, television sets, etc., was for export, especially when 
produced with foreign collaboration in special zones. The manager of the 
TV receivers factory in Shenzhen (who was an overseas Chinese. commut- 
ing daily from Hong Kong) told us that over 60 per cent of his output was for 
export to the UK and Europe. Supplies to the domestic market consisted 
mainly of the larger and more expensive models sold to public agencies, 
hotels, community centres or prosperous farmers. Likewise, many of the 
fabrics and furnishings produced by the silk weaving factories at 
Hangzhou were for export. Nevertheless, there was ample evidence of.the > 
"shift towards agriculture and consumer goods industries having enlarged 
and diversified domestic uiban consumption. And from all accounts, 
improvements in consumption standards in rural areas — especially in the 
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eastern and central provinces — were even greater. 


There were several aspects to this change which one could perceive, 
but not always probe or pursue. The Chinese did not wish this movement 
to be called 'consumerism' since the variety and quantity of consumer 
goods to be produced continued to be planned, and not fully determined 
by consumer preferences. Basic consumer goods such as fish, pork, bread, 
rice, cooking media, ordinary dresses and dress materials, shoes, etc., were 
‘still subject to public distribution at fixed prices, while the prices of non- 
essential goods were in principle market-determined. However, each of 
these had created its own set of price administration problems — partly 
because of the somewhat conflicting needs of producers and consumers, 
and partly because ofthe expansion of effective consumer demand beyond . 
available market supplies. ; 


Тһе producer-consumer conflict was particularly ЖҮНІ in respect 
of agricultural commodities. Under the present agricultural policy, all 
. collectives, brigades and teams һауе {о sell certain specified quantities at 
' fixed prices to the State, so that the national grain (or cotton or oilseeds) 
purchase plan is fulfilled. For purchases beyond the regular quota, the 
State offers higher prices as an incentive to increased farm production and 
higher productivity. There is thus a dual price system operating for pus 
and a few other agricultural commodities. 


` But while it [this system] brings more monéy to the well-off collectives, it 
does not help the low-yielding ones and widens the differences between 
the two. In the course of agricultural growth, it will be necessary to lower 
the prices of agricultural means of production step by step, raise the 
prices of grain purchased by the State within, the regular quotas and ' 
gradually cancel the higher prices paid for purchases beyond these 
quotas, so that the collectives working under poor conditions may also 
increase their income while the higher-yielding ones enjoying good 
natural conditions may be assured of a higher output." 


In practice, the ‘purchase prices forthe quotas under the national 
grain purchase plan have been gradually stepped up, partly to assist the 
poor collectives and partly to ensure adequate procurement for distribu- 
- tion by the State. These adjustments i in the price of delivered quotas have 
been influenced by the prices at which purchases beyond the quotas could 

be made. Since rural cooperatives, brigades or households producing sur- 
-© plus quantities or specialising in: particular crops" аге also free to set up 
their own stores in nearly all cities and towns for direct sale to customers, 
the prices at which they.sell the surpluses (i.e;;above the regular quotas) to 
the State have been influenced by the prices realised through such direct 
sales in urban markets. However, the government has enough weapons іп 
its armoury to ensure that prices for the regular quotas do not have to be 
raised so much as to add greatly to the budgetary subsidy for maintaining 
selling prices at public distribution outlets at levels consistent with the 
levels of urban wages ‘and salaries. Through a combination of price 


707 K.S. Krishnaswamy 


adjustments, quota changes, moral or administrative pressures. the dual 
market system is managed in висһ а way as to establish some direct links. 
‘between prices and productivity, while safeguarding supplies for urban 
consumers at regulated prices. 


А more explicit linking of production decai in anaue tọ 
market opportunities for earning more was not the only consequence of 
agrarian reform. Coupled with the relaxation of control on the movement 
of people within each province,? many farmers have opted out of cultiva- 
tion and gone into non-farming activities such as rural industries and ser- 
vices. Some of this movement has been into large and medium cities, 
which had relaxed controls on household registration and thus made it 
possible-for immigrants to secure accommodation without having to wait 


` for allotment by the State. One result of farmers transferring out of land: 


was that those who stayed on had better opportunities to earn more from 
productive farming and join the ranks of the affluent. Some of those who 
had moved ош of cultivation also. prospered, but many did not. Thus the 
recourse to price-induced production and specialisation brought in its 


wake not only some urban unemployment but marked i income disparities ` 


\ 


in rural areas as well. 


MANAGEMENT OF ENTERPRISES 


A well-known characteristic of the Chinese economy, as of other genuinely 
socialist economies, is the abolition of private property rights in the means 
of production. Socialist ownership in industry and wholesale trade was 
predominantly 'Staté' ownership or 'ownership by the whole people’; in 
agriculture, rural industries, handicrafts and retail trade; however, the style 
preferred was ‘collective’ ownership in the cooperatives’ which took dif- 
ferent forms such as communes, brigades and teams in villages or 
neighbourhood cooperatives in. towns. Management decisions in these 
collectives had for long been left to the members thereof, permitting some 
diversity; but the Cultural Revolution had changed this. State enterprises 
were preferred to collectives. which were also required to adhere to patterns 


set by the central or provincial governments. Thus, prior to 1978, not only . 


was all ownership collective but management decisions also were more or 
less bureaucratically controlled. : 


The 1978 reforms have brought about a Chang: 'Now the publicly 


owned economy continues to develop and play the leading role, but at the · 


same time collective economies, individual economies. joint enterprises . 
-with Chinese and foreign investments and enterprises financed. solely by ! 


foreign businessmen have all flourished to varying degrees." ^ What indeed 
seems to have happened. but is not admitted or accepted as such, is the re- 
emergence of private rights in property — in a variety of real and financial ' 
assets, though not in land. Much effort is invested on underplaying this ; 
development, which is the result of what is officially called the ‘contracted | 
responsibility system’, leading to ‘transformation of rural and small-town : 
enterprises from being run by the State to being run by the local people’. iS 
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Obviously, local people here is a euphemism for proprietory households 
rather than collectives or cooperatives ! 


As mentioned earlier, these changes have been more marked in the 
light industries and consumer goods sectors, that is to say, in agriculture, 
small industries, services and retail trade. Not having had an opportunity 
to visit a rural collective or a small-scale industry, we had no clear picture 
of how people operate in such undertakings. However, we could gather 
some impression of the attitudes of shop assistants through our visits vo the 
local shopping centres. [n Beijing, for example, sales persons were eager to 
serve the customer not only in the friendship stores specially organised for 
diplomatic personnel, tourists and visiting dignitaries but also in the shops 
meant for Chinese consumers. This was in vivid contrast to the lackadaisi- 
cal service available in sales outlets established by government or other 
State agencies in India, for example. What motivated the sales persons in 
these Chinese shops was not clear; but one of the interpretations was that 
these were collective enterprises with profit-sharing arrangements, and 
hence the sales persons were motivated by the prospect of higher earnings. 
The retail undertakings were entitled to a fixed commission on the sales of 
standard or staple commodities obtained from State-owned wholesale 
agencies or directly from State enterprises; but they could also buy from 
other collective enterprises which were producing consumer articles at 
negotiated prices, and earn more when the demand was keen. One could 
not verify all this, nor countercheck on how margins іп these collective 
enterprises compared with the public distribution outlets. But it was 
significant that such an interpretation was at all forthcoming — with, of 
course, the usual references to the many forms which the new socialist 
modernisation was taking. 


In public utilities, large-scale industry and wholesale trade the domi- 
nant form continues to be that of State enterprises owned by the ‘whole 
people’. In 1981, there were 84,000 industrial enterprises of this kind, or 22 
per cent of all industrial enterprises; but they accounted for over 78 per cent 
of the value of industrial output.'* Until 1978, the managements of these 
enterprises had little decision-making power and operated on instructions 
issued by the bureaucracy. Apart from the rigidities inherent in such an 
arrangement, it had resulted in loss of responsibility or accountability at 
the enterprise’s management level. Enterprise profits accrued to the State 
in their entirety, apart from the amounts set apart for workers’ welfare and 
other specified socialist pruposes. Equally/losses incurred by the enter- 


prises were absorbed in the government budget. Resources needed for 
investment in the enterprises were also determined by the State plans, 
regardless of the current performance of the enterprise. The practice of 
‘everybody eating the rice cooked іп one big рог or of dipping into the ‘iron 
rice bowl” is no longer favoured. Enterprise managements have been 
freed considerably from bureaucratic controls and are expected to operate , 
on their own initiative, exercise their right of self-management and be 
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accountable for their performance іп terms not only of quantity, but of 
quality and efficiency in resource use. 


What are being cast off in the reforms aré the taboos fettering the 
development of productive forces. Rigid control by the State should be 
relaxed. Nevertheless, as vital economic célls of the socialist body 
politic, enterprises which have gained the necessary power and motiva- 
tion for independent management must fulfil their obligations to socie- 
ty. With the planned economy playing a major role, regulation by the 
market has helped to link up production and аланы. more closely 
and enlivened the markets.! 

The change in the State sector is thus iom a bureaucratic to a 
managerial system, rather than from collective to individual responsibili- 
ty. However, there is an altered emphasis on what the Americans have pop- 
ularised as the ‘bottom line’. The management of the enterprise has to bear 
responsibility for its profits and losses, and consequently has been given 
greater freedom of action for adjusting both costs ; and revenues. Further, 
the management should also have a tangible motive for seeking a larger 
profit margin. For this purpose, the old system of appropriation of all pro- 
fit by the State has now been substituted by a standard income tax of 55 per 
cent, with a tax on differential income in respectlof enterprises whose after- 
tax profits are unduly large. Profits retained after tax have to be used 
mainly for plant renewal and technical upgrading — with smaller portions ' 
devoted to workers' welfare facilities and bonus to staff. 


The extent of freedom enjoyed by the management of State enterprises 
varies in accordance with the nature of the enterprise. Large enterprises in 
the basic industries (such as steel, oil, ship-building, automobiles, fer- 
tilisers and cement) as well as püblic utilities are more subject to State con- 
trol on inputs. prices and product-mix than enterprises in consumer goods 
and service industries. They also have less freedom to hire or discharge 
7. workers, as well as in the disposal of surpluses. Though their number is 
small, the large State-owned enterprises contribute more than 65 per cent 
oftaxes and surpluses to the national budget; hence increasing attention is 
now being paid to their ‘vitality’ ! Because of the more rigorous price, output 
and sales controls to which these enterprises are subject, their contribution 
in value terms is less than in terms of volume, as may be seen in Table 2. 

| ; 


Table 2 f 
PERCENTAGE SHARE IN INDUSTRIAL PRODUCTION 1985—19 





Volume > Value 
State-owned (usually large) . І 70.4 40.6 
Collectives 277 36.7 


Others А 1.9 227 
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Apparently, part of the change in value shares is due to relative price 
variations. However, the collectives and other (individual) enterprises 
which have benefited from the freedom to adjust their prices and choose 
their customers in.the consumer goods sector аге considered to have 
benefited from greater ‘vitality’. It is this managerial ‘vitality’ which is 
sought to be strengthened in the State-owned enterprises. 


INDIVIDUAL INITIATIVE AND REWARDS 


Тһе principleoflinking profits or returns with effort is not limited to enter- 
prises. Under the slogan 'to each according to his work' it was being exten- 
ded to the wage-earners also. and this has led to several shifts in China's 
labour policy. The long-standing policy of treating all workers as. 
employees of the State or the collective — which, on the one hand, denied 
the individual both freedom of occupation and freedom of movement and, 
on the other, gave him the right to 'eat out of the common pot' — had 
changed with the 1978 reforms. The change was most marked in the rural 
"areas, where many peasants had moved out of agriculture into small indus- 
try апа, services in search of better opportunities and higher incomes. 
Within agriculture itself, incomes had risen with the shift to more profit- 
able crops, or.to other land-based activities. These changes had led to the 
emergence of very considerable income disparities. 


In the urban sector, however, the situation was more complicated. As 
part of the process of enlarging the operational freedom. of the manage- 
ment of enterprises, the managing directors or presidents of State enter- 
prises were given the power to appoint certain cadres, decide upon levels of 
salaries, upgrade those who had made special contributions, etc. — all of 
course with-the concurrence of the Labour Department, as well as 
‘Workers’ Congresses’. The Workers’ Congresses at the enterprise level had 
come into being in 1981 with the promulgation of Regulations Concerning 
Congresses of Workers and Staff Members in State-owned Industrial 
Enterprises;they were the means ‘by which the workers and staff members 
take part in decision-making and management supervision of cadres’? 
They were not just advisory bodies; "The director of an enterprise should 
present work reports regularly to.the Workers’ Congress, assume respon- 
sibility for carrying out and handling the resolutions and proposals adop- 
ted by the Workers’ Congress concerning the enterprise’s production and 

‘administration, and accept examination and supervision by the Workers’ 
Congress’?! Further, ‘when a Workers’ Congress differs with a decision or 
directive from the higher organ of the enterprise, it may put forward its own 
suggestions. If the higher organ décides to uphold the original decision or 
directive after discussing and examining ‘the Congress’s opinion, the 
Workers’. Congress is obliged to carry out the decision or the 
directive’. . 

There were thus two somewhat conflicting tendencies at work — one 
to enlarge the administrative powers of managers to decide on wages and 
employment, and the other to give workers’ organisations a more effective 
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_ voice in the management of enterprises. The economic purpose of the for- 
mer did not quite gell with the egalitarian and ideological objectives of the 
latter. Coupled with the controls exercised by the State on input quantities, 


prices and allocation of output, the management of State enterprises had, - 


in reality, limited scope for rewarding each according to his work. They 
had, in any event, no freedom to retrench labour, or to cut back on the 
share of workers in the surplus product. But all this was compensated by 
the continuation of the practice of covering, enterprise losses through 
budgetary allocations. . 

By the end of the Sixth Five-Year Plan, ec was considerable pre- 
ssure to remedy this situation in State enterprises,and in late 1986the party 
adopted a new labour policy incorporating major revisions. The managers 
were given the power’to adjust the-Jabour input in accordance with cost 
and product requirements and even declare redundancy. They could insist 


^d 


on retraining and redeployment of workers and, within limits, provide for | 


differential wages based on productivity or responsibility. Since all 
workers had to be assured a minimum living wage, this meant in effect that 
the more skilled or more productive workers could be paid proportionately 
more. Hence there was an increase in the range of industrial wages. In the 
case.of enterprises which had entered into collaboration with foreign agen- 
. cies for upgradation of technology or diversification of the product-mix, it 
was often necessary to substitute labour.by capital equipment, as well as 
unskilled or semi-skilled labour, by highly skilled staff. In such cases 
managements were empowered to lay off excess labour: but they were 
: under obligation to arrange for retraining and relocation if such laid-off 
workers were young, or to protect their wages and other benefits if they 
were close to retirement age. It was, of course, open to Workers' Congresses 
to seek a review by State authorities of the management's decision on these 
matters; but the bias in the new labour code was clearly towards 
productivity-linked wages and greater decision-making authority to the 
managers. ! ` ; a Р 
It was not only in the State enterprises that ап employer-employee 
relationship was emerging. Ав a result of labour migration, there was an 
increase in the number of ‘temporary workers’, who hired themselves out 
on construction sites, to service trades and small industry and increasingly, 
as domestic servants. chauffeurs and so on. According to the Shanghai 
Institute of Economics, there were upwards of 1.5 million such.'temporary. 
workers' who could work in the Shanghai municipal area but not claim 
permanent immigration privileges. Likewise,iin Beijing the number of 
migratory workers was estimated at about half-a-miilion. The terms and 
conditions.of work for these temporary workers were decided through 
mutual negotiation and the market in their case was for all practical pur- 
poses free and favourable to employers. Temporary workers were not 
entitled to Buy from the public distribution System, or to allotment of 
residential accommodation. In general, therefore, wages paid to them ten- 
ded to be a combination of board and lodge plus a minimal money pay- 
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ment — altogether considerably less than what was earned by workers in 
State enterprises, or in white-collar jobs in government or by self-. 
employed households. | 


In the area of employment and wages, therefore, the emerging trends 
seemed to be the following : (i) With the extensive application of the con- 
tracted responsibility system in agriculture, peasant households were tend- 
. ing to specialise and adjust the size and nature of their operations on the 
basis of market possibilities. (ii) Labour was moving out of agriculture and 
allied occupations into small or medium industries and services in rural 
areas, where again market rather than administrative regulation prevailed. 
(iii) Excess labour from tlie countryside tended to move in increasing num- 
bers to towns and'cities in each province, where they could seek permanent 
residence for establishment of cooperative or household enterprises in 
industry or services. (iv) Migrant labour also swelled the ranks of 'tem- 
porary residents’, constituting an ‘informal sector’ of casual employees. (v) 
In State enterprises, while the traditional status of workers as participants 
in management was structurally intact, managements were given wider 
powers to hire in accordance with technical need and pay differential 
wages as an incentive to greater productivity. (vi) With the general trend 
towards less emphasis on heavy industry and administrative regulation, 
‘and more on economy in public expenditure for macro-economic 
reasons,” employment of both blue-collar and white-collar workers in the 
public sector had ceased to expand and became very selective. And finally, 
(vii) the former emphasis on need-based wages and egalitarianism was fast 
giving way to productivity-based wages and differentiation. 


Thesé policy-induced increases in wages and incomes, supplemented 
by price-induced adjustments in many cases, resulted in the emergence of 
inflationary pressures in the’system, and further distortions in the structure 

"of money incomes. Unlike in industry and agriculture, the salaries of 
government servants, academicians, school teachers. public health 
officials, etc., tended to be more sticky; at least that was the impression one 
gathered from discussions with scholars and government functionaries in 
Beijing and elsewhere. Since the prices of many essential goods and ser- 
vices continued to be highly subsidised, this rigidity did not cause them 
any privation.” But in comparison with farmers, small-scale industrialists, 
skilled labour in industry, etc.,their consumption standards remained aus- 
tere, and it was not easy to accept that this relative disadvantage did not 
create resentment or tension. 


OPEN DOOR POLICY 


Perhaps the most widely publicised part of China's.new economic strategy 
is the spectacular change in its international economic transactions since 
1980. Liberalisation of imports and encouragement of exports, foreign 
borrowing and foreign. investment inflow, development .of tourism, 
purchase of foreign technology, establishment of special zones. more 
opportunities for Chinese nationals to travel abroad or go for foreign train- 
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ing — all these were part of the new policy. The pace of change was slow 
initially but accelerated after 1983. Exports which had risen from 27.1 
billion Rmb in 1980to 43.8 billion Rmb in 1983 went up to 58.1 billion Rmb 
in 1984 and further to 60.8 billion Rmb in 1985: The growth in imports was 
more spectacular.— from 29.9 billion Rmb'in 1980 to 42.2 billion Rmb in 
1983, 62.0 billion Rmb in 1984 and 95.6 billion Rmb in 1985. The trade 
deficit rose so sharply in 1985 that a variety of controls including import _ 
licencing had to be re-introduced. As regards tourism, compared to 5.7 
million in 1980, foreign tourists (including overseas Chinese and Chinese 
‘compatriots’ from Hong Kong, Macao and Taiwan) numbered 17.8 
million in 1985. Foreign borrowing reached US $ 2.43 billion, alongside of 
direct foreign investment and commodity credit of US .$ 1.87 billion.” 


Numbers apart, the open door policy implied a change in outlook and 
attitudes that was significant. It was recognised that science and technol-. 
: ogy in China had fallen behind and had failed to develop an inherent 
ability to grow and transform the economy. Ideology was brushed aside 
and the need for advanced Western and J apanese technologies, as well as 
the conditions of their availability and use in China, were accepted. The 
objective was, as Premier Zhao put it, to 'enhance our capacity for self- 
reliant action' — a phrase not unfamiliar in other technologically depen- 
dent countries.Since 1980, more than 3,700 public enterprises have entered 
Anto foreign collaboration for technological upgradation, without any 
foreign financing.There are more than 2 00joint ventures i in automobiles, 
machine-building, hotels and other service industries, and about 120. 
enterprises i in special zones like Shenzhen, wholly owned by foreign com- 
panies.” There have been arrangements for the purchase of patent rights, 
for imports of various kinds of equipment under 'package' or turn-key’ 
contracts and soon — all of which have meant a growing foreign ‘presence’ 
in Chinese industry, and consequently in Chinese society and culture. 


Elaborate procedures have, of course, been established to ensure that 
foreign technology imports are properly selected, that collaborations do . 
not continue indefinitely into the future and that adequate provision is 
made to ‘absorb and digest’ the technology. Such control has not been dif- 
ficult in the case of State enterprises in the infrastructure and basic indus- 
tries sectors, which have no foreign financial participation and which are 
` large enough to organise sizeable R & D effort. But in many consumer 
goods and export-oriented industries , technology imports have not always 
conformed to ‘specific Chinese characteristics’, but have been oriented 
towards developing new wants and preferences like those prevalent in 
affluent bourgeois societies. In joint ventures with equity and management 
rights for foreign participants also there have been modifications in busi- 
ness organisation and ethics, in corporate objectives and in the style of 
management. Combined with the consumer goods and export bias of the 
new policy, these joint ventures have sought to shape themselves to the 
needs of the highly volatile and competitive world market, and have not 
tried hard enough to forge links with the efforts being made in China бог. 
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adaption and application of science and technology to domestic needs. 
Nor have they the strength or the.incentive to organise any significant R & 
D programme on their own. It is thus.most unlikely that technology impor- 
ted by this category of industries will be quickly digested or ‘indigenised’. 

Chances are that as China's gross national product and consumption stan- 
dards rise, they will import newer technology, more sophisticated plants 
and machinery, spares and components and even industrial raw materials. 

Hence in the Seventh Five-Year Plan, China expects to spend the 
equivalent of US $ 30 billion on ‘importation of technology." excluding 
the local expenditure on absorption and digestion of such imports. 


On the available data,itis not possible to judge whether the open door 
policy has been as beneficial or ‘as stimulating to-local research and 
development as the party. leadership desired. It has obviously helped in 
augmenting domestic supplies of consumer goods, machinery and equip- 
ment. One could see evidence of this.in transport and communications 
facilities, equipment for the tourism and hotel industries, construction 
equipment, and most of all in-the durable consumer goods on display. We 
were also told in the seminar that this policy had aided in economic decen- 
tralisation and in the transition from a commodity to a money system, 
which some ofthe ardent supporters of the new regime viewed with favour. 
Presumably, there were others in the party and outside who found this 
_ intrusion from the decadent capitalist system unpalatable. We had no way 
of knowing what went on within the party; but some echo of it was heard 
outside. During the session on ‘Self-Reliance and Import of Technology’, 

“опе of the Chinese delegates to the seminar was uncharacteristically 
interrupted in the middle of her presentation by a fellow-delegate and 
strongly criticised for holding and giving expression to ‘wrong’ ideas — 
which led to a virtual division of the delegation. Perhaps this was more 
significant that we thought at that moment. As we went from place to place, 

- more evidence of an underlying, debate became available. Some of the 
Shanghai academicians viewed the proposed ‘international city’ across the 

river as not altogether a blessing; they were apprehensive of the effects the 
new-city would have on the Greater Shanghai area in respect of prices, 
wages and attitudes to work. In the Shenzhen special zone there was clear 
concern at the development and, more importantly, at the social accep- 
tance of a ‘parallel market’ in transactions with Hong Kong; large quan- , 
tities of fruits and vegetables, poultry; pork and fish, angora wool and 
cotton textiles, machine tools and parts found their way to Hong Kong for 
stockpiling or future sales under private deals which were not always legal. 
There was a return flow of components and parts at low rates of duty into · 
Shenzhen, for assembly and sale as finished goods in the Chinese 
market. 

In all of these, the disputes were not only about the speed of ghena 
but its direction as well. The ‘open door policy' had brought in new social 
and political concepts, life-styles, tastes and habits, which were not always 
in tune with even the neo-Maoist thoughts of the party leaders. Нага соге 
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conservatives saw in these a threat to the party's political authority. The 
bureaucrats resented the extent of freedom permitted to the foreigners,and 
the growing class of Chinese entrepreneurs the discrimination in favour of 
overseas enterprises. These were obviously creating tensions; and the 
growing influence of foreign enclaves on the discipline,. political 
aspirations and aesthetic values of the younger generation were obvious 
matters of concern. But in September 1986 one did not see that these fears 
were so deep and widespread as to cause a political upset before the end of 
the year. 


MACRO-ECONOMIC BALANCING 


` However, the consequences of the ‘open door policy’, decontrol and 
liberalisation on the domestic economy had generated noticeable concern 
by mid-1986about ensuring macro-economic balances under the new sys- 
tem. Mention has already been made of the overheating"of the system in 
the early years ofthe Sixth Plan,resulting in much higher rates of growth of 
national income, total value of industrial and agricultural production or 

` total value of social output than had been planned.” Some of the increase : 
was real.and arose from higher productivity in agriculture and better 
utilisation of capacity in the industrial sector. But it was also recognised 
that ‘overheating’. instead of correcting itself, was tending to escalate, 
These rapid growth rates depended to a considerable degree on, first, 
investment inflation; second, small enterprises Squeezing out medium and 
large ones and backward ones Squeezing out advanced ones; and third, 
huge imports of raw materials or of manufactured parts for assembly.” 
The trouble was two-fold : firstly, the system had not yet got used to think- 
ing in terms of economic optimisation; performance was still being 
evaluated over a large part of the economy by the extent to which any 
assigned output target was exceeded. Secondly, in the process of decen- 
tralisation of decision-making, the administrative methods of balancing 
aggregate demands and supplies, or aggregate savings and investment, or 
imports and exports, were no longer effective. The Ministry of Finance and 
the Planning Commission were not fully in control of the levers of adjust- 
ment when real flows and monetary flows tended to diverge.Money supp- . 
ly, credit, and balance of payments deficit progressively became objects of 
indirect control as consumers and enterprises began to react to price and 
income changes, and exercised a wider degree of choice than at any time 
previously. With an inadequately developed banking and credit system, 
the fiscal instruments for financial mobilisation or adjustment of financial 
flows in the system were not adequate, and the authorities could not cope 
with the situation. à 

Between 1978and 1984, the general index of retail prices had risen by 

about 18 per cent, and the index of cost-of living of workersand staff by 
about 20 per cent. Apparently, reforms in wage policy and in agricultural 
price policies had permitted the rise in money incomes to more than offset 
the price rise: over the same period per capita wage and salary went up | 
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from 614 Rmb to 974 Rmb per year or by over 58 per cent. Similarly, per 
capita annual income of peasants went up from. 134 Rmb to, 355 КтЬ 
However, the price increase seems.to have gathered speed in 1985. when 
retail prices were up in the first half of the year by as much as 9 per cent 
‘over the previous year s-level.? The domestic supply-demand imbalance 
naturally had the effect of widening the trade deficit to nearly 4 billion 
Rmb in 1984 and to an estimated 35 billion Rmb in 1985. 


The situation clearly called for demand management of the Keyne- 
sian type. Prior to the reform, when prices were directly controlled and 
regulation of money supply amounted to no more than reducing govern- 
ment borrowing from the People's Bank of China,excessive total expendi- 
ture could be curbed through reduced investment by the'State. But after 
1980, there was much more to it. High incomes of peasants, workers and 
business ventures outside of government resulted in both private savings 
and.private investment becoming significant elements. Savings deposits 
accumulated in banks and other financial institutions, for instance, 
amounted in 1984 to 121 billion Rmb,or one-fifth of the national income 
of that year. 


With the increase in idle funds in the society, direct circulation of capi- 
tal has developed in the form of joint ventures, unofficial loans, com- 
mercial credit, etc. Many financial instruments have appeared, such as 
treasury bonds, notes, share certificates, debentures. mortgage cer- 
tificates, etc. Individual and collective financial institutions have also 
been set up. These have played a positive role i in chanelling surplus 
capital to’ where it is needed 2° 


Since 1980, investments in capital construction by State enterprises 
are financed partly from retained income and partly-from loans from the 
People’s Construction Bank of China .Credit for agricultural activity and 
rural development is handled by the Agricultural Bank of China; foreign 
exchange,savings deposits and loans for import and export by the Bank of 
China :and long-term foreign credits and foreign investments in China by 
the China International Trust and Investment Corporation. All these 
institutions are owned by the government and organised as independent 
units, but their operations are broadly governed by the national financial 
plan which is now jointly decided by the Ministry of Finance,State Plan - 
ning Commission and the People's Bank of China.With its responsibility 
to issue currency , draft financial policies, supervise the specialised banks, 
'administer interest rates and credit ceilings, supervise foreign exchange 
and exchange rates and provide some rediscount as well as banking ser- 
vices to other financial institutions, the Peoples Bank of China has vir- 
tually all the functions of a modern central bank. Progressively. the 
proportion of investment expenditure financed outside the budget and 
through the specialised banks — and with it the bank's role in monetary 
management — has been growing. ` Í 
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However, the means at its disposal to control money supply or 
influence monetary spending are even less powerful than in India orother 
developing couritries. The budget is still the dominant source of money 
supply variations; and the national plan the framework within which all 
-other decisions have to be taken. Apart from the specialised banks, their’ 
branches or counterparts at-the provincial level and rural cooperatives, 
China does'not have a nation-wide network of banking institutions to per- 
form any worthwhile financial intermediation. Private commercial credit 
is fragmented, the interest rate structure is yet to take shape and the capital . 
‘markets are embryonic. Under these conditions, it is hardly possible for 
the People's Bank of China to use effectively any of the traditional credit 
control instruments in support of demand’ management. As regards 
. balance of payments, there has been considerable decentralisation of 
foreign exchange control. Since 1981, local authorities have been given . 
power to approve foreign exchange utilisation ror import of equipment ог 
even raw materials, subject to certain overall ceilings and limits to 
individual authorisation. The People's Bank of China, through the Bank 
of China, can only supervise the broad allocations with: their limited 
"knowledge of technology and foreign exchange markets. The use of foreign 
exchange resources under this system has been excessive and haphazard, 
and not entirely amenable to control through exchange rate 
adjustments. 


In other words, the brunt of demand adjustment has still to be borne 

- by. the fiscal instruments of reduced government expenditure, more taXa- 

tion and more public borrowing of private savings. As a result of the-deci- 

' sion to cut back on aggregate investment ratio from over 30 per cent to 
about 25 pet cent of national income, public investment has already been ` 
significantly reduced, and it will not be easy, politically ór economically,to ` 
pare it down much more. Defence spending has already been contained, 
and it will be ideologically unpalatable to reduce significantly the expendi- 
ture on education, public health and social welfare. On the side of govern- 
ment revenues, steps have already -been taken to secure as much tax 
revenue from enterprises as is consistent with the objective of-increasing 
their ‘vitality’; and personal and agricultural income taxes as well as , 
indirect taxes are, we were told, being considered. Overall, the Chinese 
government seems to have exactly the same kind of problems as the Indian 

' government in bringing down the budget deficit. Since control of price 
inflation and payments imbalances cannot be long delayed, the govern- 
ment may have to take recourse.to measures which may not be in tune with 
the general drift of Deng Xiaoping's policy or, alternatively, may require a 
smaller economic role for the State than the hardliners in the party like. 
Either way it looks as if the efforts to ensure'macro-economic balance will : 

©- add considerably to the strains existing in the party leadership. 
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What then is the picture that: emerges ? Visüally, China — or that part of it 
that we saw — makes a better impact than India-on a first visit. It looks 
cleaner, better, organised and- faster moving. People’ are well-dressed, 
appear healthier and are less noisy than.our compatriots. Streets are better 
lit, public transport plentiful and the countless pedal-cycles on the street 
symbolised a general austerity and modesty of living standards. High-rise 
apartments, road building and other construction activities, absence of 
power cuts or power breakdowns, adequacy of water supply and cooking 
.gas supplies, etc., point to the effective long-range planning of infrastruc- 
` ture investment as well as better maintenance of public services. In con- 
struction, transport and tourism industriés, there is ample evidence of 
modern, and often highly capital-intensive, technology. There are more 
foreign tourists, businessmen, official delegations, international conferen- 
ces and so on. There also seemed to be considerable travel for pleasure by 
the Chinese themselves. We did not see much of China's art and culture: 
but the new architecture, the one cultural programme arranged for us, the 
music. and other programmes on television showed a strong influence 
from the West. Altogether there is little doubt that China today is more pro- 
h sperous, more Westernised, less xenophobic and less rigid than in the past. 
There is evidence also of a relaxed confidence in its destiny as a world 
power. And yet, many questions remain on the why and whereto of its new 
policies. Some ОҒ these may be due to inadequate knowledge; but some 
„others seem fundamental and merit serious consideration. 


Regardless of what the Chinese may say, the mixed economy they are 
creating is potent with current.and future contradictions. While what the 
West calls ‘Dengism’ has gained ascendancy, the harmonisation of the new 
economic strategy with the four cardinal principles of adherence to 
socialism, proletarian dictatorship, leadership of the Communist Party 

“апа conformity with Marxism-Leninism-Maoism thought has been made 
to solve them through redefinition of Chinese objectives and experience. 
But many powerful elements in the party and in academic institutions are ” 
not prepared to redefine these four principles i in such a way as to include 
non-communist institutions „practices or features. They consider several of 
the things being done in the name of socialist modernisation ?as antitheti- 

. cal to their heritage. The student. unrests of last January have been 
attributed by the reformers to not enough care having been taken in the 

‘educational campaigns іп some.areas ‘to differentiate between healthy pat- 

.riotism and narrow nationalism and, consequently, the thinking of young 
students who were. immature and limited in perspective was negatively 
influenced." 3 But.not everybody agrees: 


What in essence are the.elements in the new strategy which have 
become sources of discord ? Firstly, the abolition of communes, dilution of 
the principles of-collective ownership and management and emphasis оп 
the contracted responsibility system in the rural sector; apart from other 
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things, these have made it more difficult for the party cadres to operate 
effectively on the political front or control local institutions. Secondly, the 
cut-back in aggregate public expenditure as well as iri capital goods invest- 
ment, together with the measures taken to increase the vitality'of manage- 
ment in State enterprises, has substantially reduced the power of the 
political elements as well as of the administrative bureaucracy. Thirdly, the 
open door policy has brought in technology, practices and ideas not all of 
which have respected Chinese values or sentiments. * Fourthly, within the 
political system, there is a traditional distrust of 'money economy' (as 
against commodity economy) which tends to (i) direct individual effort for 
securing an income or profit rather than the production of social benefits; 
(ii) give power to financial institutions; and (iii)reduce the State's authority 
to maintain overall economic balance.And finally, the orthodox socialists 
in the party do not find it easy to reconcile the market economies of the pre- 
sent rulers with the ideologies of collective ownership, economic equality 
and continuation of ‘one-party democracy’. 

The structural and institutional changes wrought by the new policy 
have contributed materially to the socialists’ doubts and fears. From 
‘socialist public ownership’ of al! the means of production. China's posi- 
tion has changed to one in which ‘public ownership holds the predominant 
position? Under the euphemism of ‘individual economy’, private rights in 
property are gaining in importance. Though agricultural land is still 
collectively owned, plots for private use have gone up from 7 percent to 15 
per cent of total cultivated area. Similarly, in small-scale industry, 
transport, trade and other services, the individual economy has been: 
encouraged to grow; it is no longer viewed as а ‘tail of capitalism’ but ‘ап _ 
indispensable supplement to the socialist public sector'3* With growing 
incomes, private savings by individuals and collective enterprises are 
being actively considered. Ideologically, therefore. a major tenet of 
socialism — elimination of private property rights in the means of produc- 
tion — no longer holds in China. 


Consistently with this change, profit'is now not a dirty word in China, | 
nor income disparities an anathema Indeed, under the different slogans of © 
‘contracted responsibility system’, Чо each according to his work’, ‘increas- 
ing the vitality of State enterprises’ and so forth. two fundamental changes 
have occurred : first, higher incomes and higher profits are viewed as 
legitimate, socialist incentives to higher individual effort; and second, the 
widening of income disparities is not unjust, but desirable as an incentive . 
to the not-so-well-off to work harder and improve their station. As already 
mentioned, if the Chinese are worried about those who get rich first con- 
tinuing to accumulate further wealth and becoming economically or 
politically powerful, they are not talking about it openly. They prefer to 
consider the changes that have so far occurred as useful adjustments 
which, if they show a tendency to get out of hand, could be easily con- 
trolled. That apart, what is striking is the altered status of high incomes and 
profit in relation to distributive justice. 
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This kind of shift in intellectual or ideological accceptability is per- 
ceptible in other areas also. The ‘surplus value’ generated by the workers is 
no longer to be wholly appropriated by the State and allocated in accor- 
dance with the needs. of ‘the whole people’. Individual households, 
cooperatives, State enterprises, etc., have the freedom to use a part, if not 
the whole, of the surplus for their own benefit, after paying whatever tax 
has to be paid to the State. It is now recognised that national income can 
originate in the services sector also, besides the commodity producing sec- 
tors. Hence the enlargement of employment i in the services sector is not 
viewed as a growth of the parasitic or bourgeois elements in society. 
Likewise, recourse to market regulation rather than administrative regula- 

. tion is also considered a question of instruments rather than of systems 
having specific philosophical and political dimensions. ; 

Тһе mixture that is emerging under the new strategy is posing ticklish 
problems to the theorists. Orthodox communism rejected not only private 
property and income disparities but the principle of market regulation as 
inconsistent with the socialist law of value,under which commodities must 
be exchanged at the socially necessary labour time they incorporate. Pro- 
duction, supply and consumption of products are conducted according to 
State plans.at prices fixed by the State. Prices, in other words, do not һауе 

: the role of stimulating supply and demand reactions with a view to balanc- 
ing them as in market economies. But this is precisely what is being prom- 
oted under the new system — the gradual replacement of State regulation 
of prices by market regulation. In consequence, strenuous attempts are 
being made by theorists to prove that there is no inconsistency in all this. 
For instance, Professor Xue Мидіао, whose publication China 5 Socialist 
Economy (first edition 1981) was ‘finalised in the spirit of the Third Plenary 
Session"? has this to say оп the socialist law of value : 
Whenever commodity production and exchange exist, the law of value 
must operate..Stalin says that it ‘influences’ production under 
socialism. In my opinion ‘to influence’ means ‘to regulate’ in a par- 
ticular manner. The difference is that the law of value, which is not 
likely to regulate production spontaneously under normal conditions, is 
often used by the State in a conscious effort to regulate production.” 


Some comrades point out that since the law of value is an objective law, 
it is bound to operate spontaneously. This is true in a sense. Even when 
the law of value is utilised by the State to regulate certain economic 
activities, it operates by itself, not by orders {italics added]. This does not 
mean that its operation is always unrestricted under socialism, because 
although value is the basis of price, it is not the only factor that deter- 

. mines price... When we admit that the operation of the law of value is 

_ restricted іп a socialist society we should not think it has ceased to func- 
tion, still less should we try to ‘restrict’ objective laws by our subjective 
wishes — a course which, will have us running against a stone 
wall.! ` 


That Chinese scholars are Splitting hairs and straining logic is less 
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important than that the new strategy is clearly not in accord with the book. 


The excesses of the Cultural Revolution have created a liberal school of: 


thought founded on the thesis that Teft:deviation,as enforced by the Gang 
of Four';is not socialism relevant to the ‘actual conditions of China’: sand 
that a new trail characterised by better economic results should be blazed 
through reconstruction. Thus what in other circumstances would have 
been criticised as ‘right’ deviation is now labelled ‘socialist modernisation’, 
under which a thousand flowers are really allowed to bloom and economic 


: reconstruction is accompanied by an ideological and cultural reconstruc- 


tion as wel]. The syncretic, multi-disciplinary research for this giant social 
systems engineering project must dare to break with obsolete traditional 


concepts and rethink the contemporary world, dare to answer the new 


quéstions presented by practice. Only in so-doing will it be possible for 
Marxism to be radiant with the vigour of youth’ 


This rethinking is essentially a matter of reconciliation of the mixed 
economy with socialist polity and behaviour systems. While a meastire of 
academic freedom and lay criticism is permitted, political dissent and 


democracy as understood i in the non-socialist world have not yet found · 
` acceptance. Decentralisation of decision-making in the economic sphere 


has not initiated any political decentralisation. The party is still supreme 


and,in practice.above government in the administrative sense. However ДС 


is possible that the decline in the power of the cadres i in rural areas and in 
workets* organisations has generated apprehensions i in the party about the 


future, should economic liberalisation gather momentum. Even amongst. 
the CASS scholars we met, there was little inclination to discuss the politi- 


cal implications of economic change.except by a few members of the pres- 
tigious Institute of World Economy and Politics. It seemed'odd that, in a 


professedly Marxist-Leninist'society, politics and economics should be so ' 


strictly-separated iri discussions of the new strategy, and that changes in 
economic behaviour and institutions should be considered entirely revers- 
ible by administrative fiat! ` 

Recent reports in the press indicate that Deng Xiaoping and Zhao 
Ziyang have successfully neutralised’ the opposition from the party 
diehards, апа will push ahead with their programme of economic 
reconstruction. As of now, the market-regulated part of the economy has 
not become dominant, and it is'possible to view the Chinese economy as 
basically socialist and centrally planned.Should this mixture be reversed, 
or further diluted in the forthcoming plenary-session of the party, socialist 


modernisation in China may create a structure not very different from that 


of: Yugoslavia — oreven India, for that matter. The Chinese leaders are still 


bemused with the great virtue of the ‘individual economy’; but when the- 


present leaders disappear from the scene, who knows ? There are still 
strong elements in the party and elsewhere who find the trend disturbing:If 
in the search for economic optima inflation, unemployment and other 
intractable problems of a market economy are underestimated and later 


add to popular. discontent i 1n some quarters. there could well bea reaction’ - 


D 
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comparable to iie one that followed the disastrous Great Leap Forward of 
the late 1950s. But the dynamics of great societies are far too intricate to 
permit any clear-cut prognosis. All that one ‘can say is that China can no 
longer revert to orthodox Marxism. -Leninism; but where exactly the path it 
' is ‘now treading will take it remains uncertain. As the limitations of the 
market system to satisfy social — and socialist — needs become more 
apparent, the real fight for political and ideological supremacy will be 
joined. One has the uncomfortable feeling that that day may be closer than 
шаву believe. . 


NOTES AND REFERENCES . 


1. 


Prof. Xue Мисао, China 5 Socialist Economy, Revised Edition, The Foreign Languages 
Press Beijing, China, 1986, p. 1. This book, hereafter cited as CSE ,was first published in 


7.1981 and 'finalised in the spirit of the third Menay session’. 


2. CSE, p. 220. Ў 


The CASS Group for Studying the. Eaei of the Sixth Five-Year Plan, ‘Economic 
Construction and Reform During the Sixth Five-Year Plan Period’, Social Sciences in 
China, 2, 1986, p. 23— hereafter reterred as CASS. 


CASS, p. 25. 
CASS, p. 24. 


Quoted in China Today : 3 : : Economic agdjusineni and Reform, Beijing Review, Beijing, 
1982, pp. 9-10 — hereafter cited as ER & Е. - 


CSE, р. 166. 


8. As quoted in CSE, pp. 153- 54. l a" 


10. 
П. 
12. 


13. 

4. 
715. 
-16- 
17. 
18. 
19. 


20. 
21. 


CSE, p, 155. 
Ibid. 
CSE, p. 138. 


All agricultural land is collectively owned, but өнеді could be the responsibility of 
collectives (formerly communes), production brigades or production teams — the last 
being the smallest grouping of a few peasant households. Brigades and teams have an 


_ obligation to deliver to the collective a specified quota of grain, cotton or oilseeds, and 


this obligation may be fulfilled either through own production or through purchases 
from others. Peasant households may t transfer out of land by leasing their share of land 
to another household, or stay on land and specialise in the production of grains, cash 
crops, pigs, poultry, etc. It is these ‘specialised households’ which have been sensitised to 
market evaluation, and their ыы. decisions are said to be responsive to price 
stimuli. 


Restrictions on inter-provincial movements still exist. 

CASS, p. 36. 

Ibid. х 

CSE, р. 51. This proportion had apparently declined later. See Table 2. 
CSE, p. 193. 4 

ER & R, p. 22. i - 


These figures were givan at the CASS seminar by Professor Xun Dazhi, Researcher, 
Institute of Economics, The State Planning Committee. 


ER & К, p. 197. - 
ER & R, p. 198. 


25. 


26. 


27. 


28. 
29. 


K.S. Krishnaswamy 


ЕК & К, р. 199. _ 
See section on macro-economic balances. 


On a sample survey of household income and expenditure of staff and workers, monthly 
per capita income had gone up from 41.7 Rmb in 1981 to 55.0 Rmb in 1984 or by 32per 
cent, and expenditure from 38.1 Rmb to 46.6 Rmb or by 22 per cent. In the same period, 
the general index of cost of living of workers and staff had risen by about 20 per cent, 
while the general index of purchase price (by government) of farm and other products 
had gone up by as much as 54per cent. In other words, the consumption expenditure of 
workers and staff was kept low through heavy government subsidies.Cf. State Statistical 
Bureau, Statistical Abstract — 1985, New World Press, Beijing, pp. 19-20. 


Figures from State Statistical Bureau, Abstract, 1985 and Communique, 
February 28, 1986. : 

Figures given at the seminar by Professor Xu Lu, Research Fellow, Economic Manage- 
ment Centre, The State Economic Committee, Beijing. 


As mentioned by Professor Xu Lu. It is however, not clear what items are included in this 

system, besides plant and machinery and royalties. 

China Trade Report : June 1986, South China Morning Post Limited, Hong Kong, p. 15. 
Total industrial and agricultural output value corresponds in international terminology, 

to net output value óf industry and agriculture sectors plus the value of raw materials 

consumed plus depreciation of machinery and buildings. National income refers to the 

net output value (value added) in industry, agriculture, construction, transportation and 

commerce. Total value of social output is presumably national income plus income of 
other services. 

CASS, p. 25. 

State Statistical Bureau, Abstract, 1985, pp. 19-20. Figures for agriculture seem rather low 
for ‘prosperity’. Probably some non-market items have not been fully taken into 

account. ; 

CASS, p. 43. 

CASS, p. 40. - 


The Four Modernisations aimed at are of agriculture, industry, national defence and 
Science and technology. The accent so far has been on agriculture and light industry, 


„and on import of technology. 


CASS, p. 50. 


Despite their admiration for Japan's economic progress, the Chinese were more 
cautious about J apanese collaboration than others. Memories of Japanese occupation 
had not faded completely. 


CASS, p. 50. 


. ER & К; р. 23 


ER & R, pp. 24, Also CSE, pp. 58-59. 
CSE, p. 1. 

CSE, p. 124.. 

CSE, p. 127-28. 


CASS, p. 50. 


DEEPAK NAYYAR jp fes l = 


The External Sector in Chinese 
Economic Development 


THE STRATEGY and the tactics ofeconomic development in China have 
. undergone a profound change in recent years. This transformation, which 
' began at the end of the 1970s, three decades after the revolution, represents 
a radical departure from the past, even if we compare it with the 1950s 
when capital accumulation was perceived as central to the process of 
economic growth and industrialisation was seen as synonymous with 
development. The contrast is that much sharper when juxtaposed with the 
Maoist conception of the 1960s which stressed human resource mobilisa- 
tion and self-reliance. Indeed, the pendulum has swung a long way from 
the thrust of the Cultural Revolution to the quest for Four Modernisations. 
It has transformed not odiy the means but also the ends. of 
development. - 


The wide range of economic reform spans, in descending order of 
significance, thé production responsibility system and decollectivisation 
in the agricultural sector, the open door policy in the external sector, the 
decentralisation of decisions and improved incentives in the industrial 
sector, and market orientation combined with private initiative in the ser- 
vices sector. In the management of the economy, the emphasis is shifting, 
slowly but surely, from centralised planning implemented through direct 
controls to decentralised decisions based on prices and profits. These 
changes have been introduced, as also implemented, at a rapid pace and 
the architects- of. the economic reform regard the present conjuncture, 
where the old and the new coexist, as a transitional phase in the move to an 
economic system that would rely far more on the market mechanism and 
its signals. 


The reform in external economic E though partofa wider can- 
vas, is of partiċular significance. “Бог one thing, it implies a fundamental 
change in China's development strategy, from self-reliance in a relatively 
closed economy to interaction and integration with the world market in a 
` relatively open economy. For another, the management of the external sec- 
tor in the years to come would be an important determinant of the pros- 


` 
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pects of success іп China's long march to modernisation. 


The open door policy apropos the external sector, in its various 

manifestations, has led to changes in objectives and priorities in several 
spheres since the late 1970s. The role of foreign trade is no longer limited 
апа passive; it is larger and active as China pushes for an exparision of. 
trade to exploit comparative advantage in an interdependent world 
economy. The stress on indigenous technological development has given 

` way to imports of technology on a large scale from the advanced capitalist 
countries, in the pursuit of modernisation. The reliance on domestic - 
resources alone to finance development has been diluted by a conscious 
effort to induce foreign capital inflows and, in. particular, attract direct- 
foreign investment. - 


Such systematic attempts to promote economic interaction with the 
outside world by facilitating the flow of goods technology and capital have 
been associated with concomitant changes in policies. But that is not all.. 
The openness of the economy has also relaxed restrictions on the move- 
ment of people across national boundaries; since 1978, an increasingly 
_ large number of Chinese students have been sent abroad, tourist inflows 
` have registered a phenomenal growth, and the. export of labour services to 

the Middle East has.been promoted. What is more, after a long period of 

isolation, China is now an active member and participant in international 
organisations. There is considerable interaction with the World Bank and 
the International Monetary Fund; analyses and prescriptions provided by. 
these institutions receive serious attention in the process of policy for-. 
. mulation.’ As.another step in the same direction, China has also sought . 
membership of the General Agreement on Tariffs and Trade. 


It.is obvious that China's economic relations with the outside world 
have entered an altogether new phase in the 1980s. Given the range and the 
diversity of the reform, it would be exceedingly difficult to provide a com- 
prehensive description, let alone complete analysis, of the open door 
policy and the external sector-in Chinese economic development. The . 
object of this essay is a limited one. It attempts to sketch a profile of actual 
developments in the external sector, to assess whether the recent changes 

‘have meant a radical departure from the past, and to highlight their. 
implications and consequences for the economy as a whole. In order to 
reduce ће їаѕК to manageable proportions, the paper concentrates atten- 

. tion on foreign trade, which is the most important dimension of the exter- 

nal sector. While the focus is on the period since 1978, wherever possible, 
the evidence and the discussion are placed in longer-term historical 
perspective. It is worth noting that this paper is based on official Chinese 
statistics, some of which have only recently become available, in contrast ` 
with much of the earlier literature on the subject which relied on estimates 
made by outside Observers and institutions - 


Тһе рарег outlines the evolution of ioreian trade in China since 1950; 
examines the changes in the role of foreign trade in the national economy; = 
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provides an assessment and analysis of export performance; considers the 
changes in the 'structure' and composition of imports, which mirror 
changes in the strategy of development; puts together a picture of China's 
balance of payments since 1978, to highlight the structural changes that are 
- aconsequence of the economic reforms; and finally, places the discussion 
in its wider context and examines the macro-economics of the external 
balance juxtaposed with the internal balance. 


EVOLUTION OF FOREIGN TRADE ^ ^ 
The growth path of foreign trade in China, since 1950, has been uneven 
over time. It has been influenced by the geo-politics of international 
relations, the strategy of development and political turns, as also economic 
fluctuations, within China. Table 1 outlines the trends in exports, imports 
and the balance of trade for the period 1950-1985. In order to reduce the 
volume of data to manageable proportions it presents evidence for selected 
benchmark years until 1975 and on a time-series basis thereafter. It is dif- 
 ficultto derive inferences about the trends over time because the data arein 
terms of current dollar values so that inflation and exchangé rate 
‘movements are both implicit in the figures. However, we have to make do 
with the available evidence in the absence of volume indexes and approp- 

riate deflators. < 
In retrospect, it is possible to discern four phases in the evolution of 
China's foreign trade. The first phase, during (Не 1950s, witnessed a rapid 
growth in both exports and imports, which was closely related to economic 
cooperation with the USSR and the aid-financed trade flows. The second 
phase, during the 1960s, was characterised by a near-stagnation of both 
exports апа imports? The sharp deterioration in relations with the USSR, 
combined with a succession of poor harvests and the economic crisis that 
. followed the Great Leap Forward, led to a substantial squeeze on foreign 
trade in the period 1960-62. The situation improved a little and there was a 
moderate expansion in trade from 1963 until. 1966, which was reversed 
thereafter during the Cultural Revolution and its aftermath. Consequently, 
China's foreign trade in 1970, even in current dollar values, was no larger 
- than it had been in 1959 or 1966. The third phase, beginning in the 1970s, 
- witnessed a massive expansion which came in spurts during 1972-74 and 
1978-81 in both exports and imports. In terms of geo-politics, this was a 
consequence of the end-of-isolation as China entered the United Nations 
and resumed diplomatic relations with the United States; the opening up 
of trade with the advanced capitalist countries was followed up by a 
resumption of trade with the centrally planned economies of Europe and 
an expansion of trade with the developing countries. In terms of the 
strategy of development, particularly at the end ofthe 1970s, it was also pro- 
bably related to the open door policy in the external sector. The fourth 
phase, during the 1980s, reveals-a slow-down in growth, which was perhaps 
associated with the near-stagnation in international trade flows in the 
1980s; there was a revival in export growth and a greater surge in imports 
during the mid-1980s, t es 


- 
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Table 1 
TRENDS IN CHINA’S FOREIGN TRADE 


(In US $ million : current prices and current exchange rates) i 








Year Exports Imports ` Balance of trade 
1950 552 583 р — 31 
1952 ! 823 1118 - 295 
1957 . 1597. 1506 - р + 91 
1962 1490 1173 + 317 
1965 2228 |. 2017 +211 
1970 2260 2326 SR — 66 
1975 7264 7487 у - 223 
1976 6855 6578 + 277 
1977 7590 . 7214 + 376 
1978 9745 10893 — 1148 
1979 . 13658 15675 — 2017 
1980 18272 f 19550 — 1278 
1981 - 22007 22014 -7 
1982 22348 19293 + 3055 
1983 - 22226 21390 + 836 
1984 Р 26139 - 27410 : - 1271 
1985 27555 42895 — 15340 


SSS 

Notes : ( i) For the period 1950-80, the data relate to the total value of exports and imports of 
the Ministry of Foreign Trade, reported in Almanac of China s Foreign Economic 
Relations and Trade 1986, Beijing, 1986, p. 945. 


(ii) For the period 1981-85, the data relate to the total value of exports and imports as 
recorded by the customs authorities. The figures for 1981-84 are reported in State 
Statistical Bureau, Statistical Yearbook of China 1985, Beijing, December 1985, p. 
494; the figures for 1985 have been obtained from IMF, International Financial 
Statistics, April 1987. 


Source : Ministry of Foreign Trade and State Statistical Bureau, China. 


For much of the period under review, exports followed imports in 
peforming their primary function as a means of financing past and current 
purchases in the world market. As a rule, therefore, trade was balanced 
over a period, if not from year to year. The major exception to this rule was 
a cumulative trade deficit of $ 1,522 million in the period 1951-55, a direct 
consequence of Soviet aid; which led to a cumulative trade surplus of $ 308 
million during 1956-60 and of $ 1,326 million during 1961-65 as 
repayments for the debt to the USSR were converted into trade flows. The 
same trend continued with a cumulative trade surplus of $ 704 million dur- 
ing 1966-70 and $ 785 million during 1971-75. The situation since then is 
apparent from Table 1 which reveals large deficits in the balance of trade 
during the late 1970s and the mid-1980s which are, inter alia,an outcome of 
the economic reform. 


The trends discussed above are confirmed by the evidence in Table 2 - 
on the annual average growth rates in the dollar value of China's foreign 
trade for selected periods which coincide mostly with the five-year plans. 
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The periodisation is not entirely satisfactory arid may be deceptive for two 
reasons : for one, plan periods may not coincide with the actual turning 
points, say 1960 rather than:1958; for another, an arithmetic average of 
growth rates for each year over the preceding year may suggest high growth 
when it is no more than a recovery from a trough, as in 1963-65. The inter- 

 pretation.of these growth rates is also problematic as the computation is 
based oncurrent dollar values. Until 1970, the rate of inflation was very low 
and the exchange rate parity of the US dollar remained unchanged, so that 
the growth rates are probably a reasonable measure of the trend in real 
terms. The problem is much more acute for the period since 1970 as infla- 
tion in the world economy registered a substantial increase, while the US 
dollar depreciated through the 1970s and appreciated through the 1980s. It 
is only possible to infer that current dollar values overstate the growth in 
China’s foreign trade during the 1970s because of the inflation and the 
depreciation of the US dollar implicit in the figures. For the same 
reasons, current dollar values overstate growth in the first half of the 1980s 
in so far as there was inflation and understate growth in so far as there was 
an appreciation of the US dollar. . 


Table 2 


ANNUAL AVERAGE GROWTH RATES IN THE DOLLAR 
^ "VALUE OF CHINA'S FOREIGN TRADE 


(per cent per annum) 


a 











Period ` : Exports S Imports Total Trade 
1950-52 22.1 38.5 30.8 
1953-57 Я 14.2 6.1 9.8 
1958-62 a E. — 49 — 30 
1963-65 5 - s 14.3 19.8 16.8 
1966-70 Е 0.3 29. А 1.6 
1971-75 Bed 26.3 ‘ 26.3 26.3 
1976-80 20.3 21.2 20.7 
1981-85 a 7.2 11.9 9.8 
1950-85 11.6 12.4 ` 12.0 








Notes : (i) The periods 1953-57, 1958-62, 1966-70. 1971-75. 1976-80and 1981-85coincide with 
the first, second. third. fourth. fifth and sixth five-year plan respectively; 1950-52 
., is referred to as the economic recovery period while 1963-62 is described as the 

economic readjustment period. ` ` * 


Gi) The figures in the table аге derived from the US dollar value of exports and 
imports measured in current prices at current exchange rates. 


Source : Ministry of Foreign Trade. Almanac of China's Foreign Economic Relations and Trade 
1986, Beijing. 1986. p. 948. ; ` 


It is possible to provide a more accurate assessment of the trends 1n 
"China's foreign trade since 1978 оп the basis of index numbers which have 
only just become available. Table 3 presents the volume and price indexes 
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for exports and imports for the period 1978-85. It reveals that the growth in 
the volume of exports was steady and continuous at an average rate of 20 
per cent per annum; the growth in the value of exports was even greater 
during the late 1970s as the price index for exports rose, and less during the 
1980s as the price index for exports fell. In contrast, there was a moderate 
growth in the volume of imports until 1980, a stagnation during 1981-82 
and a massive increase thereafter, yielding an average growth of 25 per cent 
per annum; the growth in the value of imports was even greater during the 
late 1970s as the price index for imports rose and less during the 1980s as 
the price index for imports fell. . ` : 


Any description of the evolution of foreign trade in China would not 
be complete without reference to the dramatic swings in the direction and 
geographical distribution of trade flows. To begin with, the embargo on 
trade with China by a hostile Western world and the close economic ties 
with the USSR meant that, in the 1950s, more than two-thirds of China's 
foreign trade was with the centrally planned economies of Europe, 
while less than one-third was with the market economies. The rupture 
of political as also economic relations with the USSR led to a 
dramatic change in the situation during the early 19608. Indeed, by 

















Table 3 
INDEX NUMBERS OF:CHINA'S EXPORTS AND IMPORTS 

£ . (1980 = 100) 
eS 

Year Exports Imports — : 
Volume index . Price index Volume index Price index 
1978 71.7 743 842 66.2 
1979 87.1 85.8 ` 96.6 83.0 
1980 100.0 100.0 100.0 100.0 
-1981 d 110.9 103.1 96.3 103.5 
1982 123.2 96.9 98.1 91.1 
1983 2 140.6 86.4 123.0 . TA 
1984 151.3 $8.3 164.8 78.7 


1985 172.5 822 ' 237.3 74.0 





Source : Ministry of Foreign Trade, Almanac of: China s Foreign Economic Relations and Trade 
1986, Beijing. 1986. p. 949. 1 


1966, when the last Soviet debt was repaid, just a little over one-fifth of 
Chinese foreign trade was with the centrally planned economies while the 
remaining four-fifths was with the market economies. As a matter of fact, 
the decline in the relative importance of centrally planned economies as 
Chiná's trade partners has continued thereafter, despite the resumption of 
this trade in the 1970s; their share was about 15 per cent in 1970, as also in 
1975, but dropped much further to about 8 per cent in 1985,5 


The advent of the open door policy in the external.sector has meant 
that inthe 1980s more than 90 per cent of China's foreign trade is with the^ 
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market economies. This total trade turnover is divided into roughly equal 
parts between the industrialised- market-economies and the developing 
market economies. There is, however, a striking asymmetry between the 
destination of exports and the source of imports which is worth noting. In 
the period 1980-85, the developing countries absorbed a little less than 50 
_ per cent of China's total exports but provided only about 20 per cent of 
` China's total imports. On the other hand; the industrialised countries 
absorbed approximately 45 per cent of China's total exports but:provided 
' nearly 70 per cent of China's total imports. 


Table 4 


THE DISTRIBUTION OF SURPLUSES (+) AND DEFICITS (-) 
* IN CHINA'S FOREIGN TRADE 7 


(in US $ million) 








Year Industrialised Oil-exporting Other developing Socialist: Total 
countries developing ` countries countries 
countries ; 
"ITERUM IRE the жаңалануы онан асылын Алы т. ыт 
1978 i —3963 +186 <- +2336 (2458) + 63 —1378 
1979 —5443 +302 . * #2738 (3114) —127 —2530 
1980 — 6246 +395 . +4603 (3783) : —119 —1367 
1981 — 6649 +994 . +6061 (4027) --29 + 377 
1982 —3658 +640 7 +6691 (3867) - 357 T3316 
1983 ` —5184 +529 +6050 (4087) —328 +1067 
1984 —7505 +328 +6557 (3756) | —284 — 904 


MENU See 


Notes : (4) In the column for other developing countries the figures in parentheses indicate 
China's trade surplus with Hong Kong. - : 


бі) The figures on the total surplus or deficit in trade do not correspond with those in 
` Table 1 because the sources аге different, but the orders of magnitude are 
- similar. p p 


Source : IMF, Direction of Trade Statistics, Yearbook 1985. 


This asymmetry is reflected clearly in the distribution of surpluses and 
deficits in China's foreign trade, outlined in Table 4. It shows that the 
. aggregate figure for the balance of trade is somewhat deceptive. Between 
1978 and 1984, China's trade deficit with: the industrialised countries 
increased from $ 4 billion to $ 7.5 billion, while its trade surplus with the . 
developing countries increased from $ 2.5 billion to $ 7 billion. It would 
seem that China's trade surplus with the developing world was, through 
this period, sufficient to finance its deficit with the advanced capitalist 
countries. It is worth noting that, within the developing world, China had a 
small trade surplus vis-a-vis. the oil-exporting developing countries, but 
most of its trade surplus was with the oil-importing developing countries. 
To begin with, in the late 1970s, much of the trade surplus with the latter 
group of developing countries was attributable to a surplus in trade with 
Hong Kong, which goes back to the 1950s. Since 1980, however; as Table 4 


2 
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shows, an increasing proportion of the trade surplüs with the developing 
countries was attributable to countries other than Hong Kong. It needs to 
be recognised that, although China has always sold food for consumption 
within Hong Kong. an unknown but substantial proportion of China's 
exports to Hong Kong is re-exported mostly to the developing countries. It 
would be reasonable to conclude that China's open door policy in the 
external sector has been associated with a large and increasing trade deficit 
vis-a-vis the west and a large and increasing trade surplus vis-a-vis г the 
South 

FOREIGN TRADE AND THE NATIONAL ECONOMY 

In the three decades that followed the revolution, the role of foreign 
trade in China was marginal but significant. This should not be 
surprising for a continental economy with a diverse resource-base 
and an enormous size, at least in terms of area and population if not 
income. But that is not all. It was also consistent with perceptions about 
the functions of external trade in a centrally planned economy. As in the 
USSR or Eastern Europe, the role of foreign trade in the national 
economy was to provide a residual balance.Imports were necessary either 
to meet shortfalls in domestic production and’ fill the gaps .in 
material balances, or to provide necessities that could not be produced 
within the domestic economy in sufficient quantity, if at all. Exports, in 
turn, were necessary to finance such imports.* 

In such a system, domestic prices are insulated from world prices, and 
the exchange rate does not relate the structure of internal and external 
prices. Hence, the pricing of foreign trade transactions in the domestic ` 
market is quite independent of what it would be in the world market, which 
is in keeping with objectives of maintaining domestic price stability and 
protecting domestic industries. As a rule, exports are purchased in the 
home market at domestic prices and sold in the world market at inter- 
national prices, whereas imports are purchased in the world market at 
international prices and sold in the home market at domestic prices. Until 
the early 1980s, the exchange rate prevalent in China meant that, in terms 
of the local currency, the domestic prices of exportables and importables 
were higher than the corresponding. world prices. Consequently, most 
exports received an implicit subsidy in the form of an accounting loss, 
while most imports paid an implicit tax in the form of an accounting profit. 
It would be reasonable to presume that such profits and losses, over a 
period of time if not from year to year, have compensated for each other in 
the centralised foreign trade system that was а State monopoly.’ 

Yet, within these broad parameters, it is possible to discern a sequence 
of changes in the perceived, as also the actual role of foreign trade in the ^ 
Chinese economy. The factors responsible for such change were not very 
different from those underlying the trends in foreign trade. The geo- 
political situation and the strategy of development in.the 1950s meant that 
China embarked on a rapid industrialisation programme based on the 
Soviet model. The creation of an industrial base. and a military sector 
required rising levels and rates of investment which, in turn, led to a 
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` marked expansion in import demand associated with a growth in exports 
required to finance these imports. The fole of foreign trade, though 
marginal, was.crucialin this period.!? The 1960s provided a sharp contrast. 
To start with, the rupture in political relations with the USSR, the succes- 
sion of poor harvests and the economic crisis that followed the Great Leap 
' Forward, led to a stagnation and decline in national income from the late 
719505 to the mid-1960s,! which squeezed not only investment and con- 
sumption but also foreign trade. The stress on self-reliance and the 
economic disruption during the period of the Cultural Revolution further 
minimised the role of foreign trade in the national economy, which 
became, at best, residual and at worst, negligible. The 1970s witnessed a 
revival in the level of domestic investment which induced an import 
demand, and an exit from the isolation phase which opened up foreign 
trade possibilities that had not existed earlier. 


There was a qualitative change in the role assigned to foreign trade at 
the end of the 1970s, which was associated with the reform in external 
economic relations and the open door policy. After all, the foreign trade 
sector had a strategic function to perform in the quest for the Four Moder- . 
nisations. At one level, China moved from a system where the size of 
foreign trade was determined not so much by import needs as by export 
possibilities. In a wider context, the role of foreign trade was no longer 
residual but became that of an important catalyst. There are two percep- 
tions that appear to have emerged. First, it is believed that participation in 
world trade and integration with the world market would facilitate moder- 
nisation. Second, it is felt that closer proximity between domestic prices 
and world prices would посопіу yield larger gains from the international 
division of labour but also improved efficiency at home through the 
exploitation of comparative advantage." 


It would be reasonable to ask whether this dramatic change in percep- 
tions about the role of foreign trade has also transformed the reality. We 
have seen that there wasa rapid growth in both exports and imports during 
the period 1970-85, which was pronounced and concentrated during a few 
years in the mid -19705, the late" 1970s and mid-1980s: To obtain an assess- . 
ment in the wider context of the national economy, it would be worth com- 
paring the foreign trade sector with a macro-economic aggregate such as 
national income. Table 5 outlines the apparent share of exports, imports 
and total foreign trade in national income during the period 1950-85. It 
shows that the share of foreign trade in national income was a little over 10 
per cent in the 1950s, which is quite normal for a continental economy 

` such as China. This share remained at a level somewhat higher than 8 per 
cent until the mid-1960s but dropped to less than 6per cent in 1970, which 
was a consequence of factors discussed earlier. The share of foreign trade 
in national income returned to its earlier levels by 1975 where it stabilised 
for a few years. There was, howéver, a massive jump in this share between 
1978 and 1981 and later between: 1983 and 1985;so much so that it trebled 
in a short span of time, rising from about 10 per cent in 1977 to 30 per cent 
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in 1985. This suggests that, in terms of the share of foreign trade in national ` 
income, the Chinese economy is now significantly more open than that 
of Japan or Brazil and far more open than that of the United States or 
India." Is this either credible or possible ? 








Table 5 
CHINA'S EXPORTS AND IMPORTS AS A PERCENTAGE OF 
NATIONAL INCOME 
Year Exports Imports Total foreign tradé 
1950 ` 4.7 5.0 9.7 
1952 46 -> 6.4 . 110 
1957 ; 6.0 2254 ПЕ! 
1962 i 5.1 3.7 8.8 
1965 4.5 4.07 4-85 
1970 29 29 5.8 
1975 5.7 22259 11.6 
1976 56” 53 10.9 
1977 53 5.0 ‘ 10.3 
- 1978 5.6 6.2 11.8 
1979 - 63 73 ) 13.6 
1980 74 79 "ES 
1981 93 93” : 18.6 
1982 f 9.7 2284 18.1 
1983 93 . . ' 89 182 
1984 ' 10.3 11.0 . 213 
1985 . 11.9 18.5 j 30.4 - 





———————————MM—————————M—————————- 


Notes : (i) The figures for 1985 are obtained from IMF, International Financial Statistics, 
April 1987. 


(ii) Forthe period 1981-85,the calculations in this table use Не Rmb value of exports 
and imports as recorded by the customs authorities . 


Source : State Statistical Bureau, Statistical Yearbook of China 1 985 : for data on national 
income, p. 33; for data on the Rmb value of exports and imports, pp. 494 
and 508. = ; і А 
It must be pointed out, indeed stressed, that the trend in the apparent 
share of foreign trade in China s national income is deceptive because 
imports and exports are valued in US dollars and then converted into ren- 
minbi or yuan at the prevalent official exchange rate.'^ Clearly. these 
values do not reflect domestic prices. What 15 more, the movements in the 
official exchange rate can, therefore, have a significant impact on the | 
domestic currency value of exports and imports and thus,on their share in 
national income.As a matter of fact,there was a modest appreciation ofthe 
yuan during the second half of the 1970s followed by a sharp depreciation 
during the first half of the 19805; the exchange value of the yuan per US. 
dollar moved from 1.86in 1975to 1.50in 1980and 2.94in 1985. This implies 
that the trend in the apparent share of foreign trade in national income. 
outlined in Table 5. understates the real increase in the significance of 
foreign trade during 1975-80and.considerably overstates the real increase ` 
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in the significance of foreign trade during 1980-85. 

Table 6 endeavours to resolve this problem by : (i) comparing the 
growth in the dollar value of exports and imports with the growth in the 
domestic currency value of national i income, and (ii) estiniating the share 
of foreign trade in national income at constant exchange rates, for the 
period 1975-85. It reveals that during 1978-81, both exports and imports 


Table 6 - 
. THE SIGNIFICANCE OF FOREIGN TRADE IN CHINA'S ECONOMY 





Year Comparison óf growth in national Estimated share of foreign trade in 
income and in foreign trade (percen - national income at constant exchange 
* tage increase over preceding year) rates (in percentages) 





at 1975 exchange at 1980 exchange 
© ; DET rate. rate 





National ^ Exports . ‘Imports Exports Imports Exports Imports 
í ` income (058 (US$: 
Мола value) value) value) 





1975 66-2, Ah СІП 57 2-59 46 | 48 
1976 —30 2-56 “-121 . 54 547 4.3 41 
197 ^, 89 i37 97 53" 5.0 43 4.0 
1978 20 138 284 °° 510- 762 687 50 5.5 
1979 | 113 402 .  439..' :75 87 °> 6l 70 
1980 10.1 338 241, 292. 98 74 79 
1981 ' 68 204 126 , 101 101 , |82 82 
1982 | 8&1 "áo 77124 - 9.5 83 73 6.7 
1983 11.0 - 05 = 109°: 88 84^ 7l 6.7 
1984 -. 193 ° 176 281 . 83 . 88 67 74 


1985 - 20.9 54 565 - 7.5 . ALT 6.1 94 











Sources : For column (1), Statistical Yearbook of China 1 985, р. 33. 
For columns (2) and (3), Table. 1. 
For columns (4)to (7). Table Sand data on the official exchange rate (yuan per US 
dollar : average for the eun reported in IMF, Intérnational Financial Statistics, 
various issues. 5 


increased at a rate müch faster than national income. Consequently, the 
_ estimated real share.of foreign trade in national income almost doubled in 
this short period and, in 1981, reached a peak level of 20.2 per ceni at the 
. 1975 exchange rate or 16.4 per cent at the 1980 exchange rate. There had 
. been a similar spurt during 1972-74 when the dollar value of exports and 
imports registered an increase much greater than that in the Rmb value of 
national income, so that even the apparent share of foreign trade in 
national income at-current exchange rates doubled in this phase. Since 
1981, however, the growth i in exports has been significantly lower than that 
in national income, while the growth in' imports was somewhat higher than 
that in national income іп 1984and very much higher in 1985.As a result, 
the estimated real share of foreign trade in national income declined from 
its 1981 peak level during the subsequent years. In 1985 it revived to a level 
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of 19.2 per cent at the 1975 exchange rate and 15.5 per cent at the 1980 
exchange rate only because of the sharp increase in the share of imports in 
national income during that year, From this exercise, it would be reasorí- 
able to infer that since’ 1970 there has been an increase in the significance 
of foreign trade i in China’s economy, in real terms, most of which has 
occurred in two short periods. The spurt during 1972-74 returned foreign 
` trade to its earlier level of importance in the national economy. The next 
spurt during 1978-81, combined with the import surge in 1985, both of 
which can be associated with the open door policy in the external sector, 
led to a further increase in the significance of foreign trade. But this does 
not mean that the degree of openness in the economy has increased as 
much as the apparent share of foreign trade in national income would 
appear to Suggest. 


AN ASSESSMENT OF EXPORT PERFORMANCE~ 

The evidence presented so far suggests that China’s export performance i in 
the recent past has been impressive in terms of the trend in the current 
dollar value of exports since 1970 or the volume index for exports since 
1978. In the wider context of the national economy, however, it needs to be 
recognised that the growth in the dollar value of exports was greater than 
the growth in the,domestic currency value of national income only during 
two short periods, 1972-74 and 1978-81. Table 6 outlines the trend in the 
real, rather than nominal, share of exports in national income, and pro- 
vides an assessment of export performance at a macro level. 


It is worth noting that the emergence of China as a net exporter of 
crude oil and petroleum products was.an important factor underlying the 
rapid growth in exports since 1970. This is brought out clearly by the data 
in Table 7 which show that China's exports of fuels rose from a negligible 
level of less than $ 0.1 billion in 1970 to $ 7.3 billion in 1985. Тһе massive 

„increase in oil exports accounted for almost 30 per cent of the increase in 
Cliina's total exports between 1970 and 1985; this contribution was 21 per 
cent during 1970-75, 28 per cent during 1977-81 and as much as 49 per cent 
during 1983-85. The impact of the oil bonanza in China, however, was very 
different from what it was in Mexico and Indonesia where increased oil | 
exports pushed up domestic demand and.domestic prices at rates which 
„squeezed other exports. Indeed, as the data in Table 7 confirm, China's . 
non-oil exports increased at a rapid pace throughout the period under 
review, not only in terms of dollar values but also, if we wish to eliminate `` 
the exchange rate-effect, in terms, of the SDR values. 

Table 7 places China's export performance in international perspec- 

* tive by tracing the changes in its share of world exports as also of exports 
from developing countries. It shows that China's share of world's exports, 

which was in the range 1-1.5 per cent until 1965, declined to 0.72 per centin 

1970 and further to 0.67 per cent in 1977. As a consequence of the spurt in 

China's exports; the share rose to a level of 1.11 per cent in 1981. That this 

share continued to rise thereafter, despite the slow-down in export growth, 


е 
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. Table-7 
CHINA'S EXPORT PERFORMANCE IN PERSPECTIVE 





Year China $ exports China 5 non-oil exports China's total exports 
of mineral fuels as a per centage of 





in US $ million in US $ million in SDR million worlds exports from 








exports developing 

countries 

1950 . Е 5523; м 0.90 2.92 
19532 ` 8 ' 815 102. 394 . 
1957 - 2 18 1579 К 143 629 
1962 15 1475 .” 105 > 5.14 
1965 68 21600 - Р 120 6.12 
1970 : 63 2197 2197 072 4.08 
1975. 1093 6171 5083 . 083 3.44 
1976 942 5913 ' 5123 0.69 2.69 
1977 ` 1068 622. ' 5586 067 ` 2.61 
1978 1345 > 8400 ` 6709 0.75 3.21 
1979 2654 - 11004 8517 0.83 3.25 
1980 ; 4588 13684 10513 7 0.91 ^ 327 
1981 5054 16953 14377 1.11 3.96 
1982 5353 16995 . 15394 222121 4.52 
1983 4701 17525 16394 123 4.90 
1984 6062 - - 20077 19587 .137 5.55 
1985 . 7334 - 20221 - 19915 1.43 6.03 


A A A ———————————————7 
Sources : 8) For column (1), Ministry of Foreign Trade, Almanac of Chinas Foreign 
Economic Relations and Trade 1986, Beijing .p. 955. 
(ii) For column (2) Table. І and Column (1). 
(ii) For column (3),the data in column (2)using the US dollar/SDR exchange rate 
‘average for the year)as reported in IMF International Financial Statistics. 


(iv) For columns (4)and (5).the data on world exports and exports from develop - 
ing market economies, United Nations, Statistical Yearbook (various issues) 
amd the data on China $ total exports in Table 1. 


is perhaps attributable to the stagnation and decline in world exports. In 
1985, China's share of world exports reached 1.43 per cent, which was com- 
parable to its earlier peak level in 1957. Similarly, China's share in the 
exports of developing countries, which was in the range of 6 per cent from 
the late 1950s to the mid-1960s, declined and remained at a level of about 3 

. per cent through the 1970s, in spite of the spurt in exports during 1978-81, 
possibly because of the massive increase in the value of fuel exports from 
the oil-producing countries. In the 1980s, however, this share climbed 
steadily and reached a level of 6 per cent in 1985. 


These trends suggest that China’s export performance in the period 
since 1970 has been striking in the international context. It has not only 
managed to regain its share of world exports within a short period of less 
than a decade, but has also regained its share in the exports of developing 
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countries which have жаныс а most rapid growth over the same ‘period 
on account of OPEC and the NICs. Before turning to a consideration of the 
factors underlying this export performance, it would be useful to examine 

. the changes ir. the commodity composition and market distribution of 
China’s exports. 


In the mid-195Cs, the pattern of exports from China was similar to that 
of most underdeveloped countries in so far as primary commodities 
accounted for 75 per cent of total export earnings.'* This situation was 
transformed by the mid-1960s as the contribution of primary commodities. 
dropped and the share of manufactured goods in total exports rose to 
almost 50 per cent. Table 8 outlines the changes in the composition of 
Chinese exports, on the basis of a broad SITC classification, for selected 
benchmark years over the two decades from 1965 to 1985. Unfortunately, 
comparable data for earlier years are not available. The evidence presen- 
ted in this table shows that there was very little, if any, change in the com- 
position of exports over the period in so far as the share of primary 
commodities remained stable around 55 per cent and that of manufac- 
tured goods stayed in the range of 45 per cent. There was, however, a signifi- 
cant change in the composition of primary commodity exports asthe share . 
of food dropped from more than 30 per cent to about 15 per cent, the 
share of raw materials dropped from 15 per cent to less than 10 per cent, 
while the share of fuels rose fiom 3 percentto 28percent.The change in the- 
` composition of manufactured exports was less discernible, as this category’ 
was dominated by light textile and industrial products throughout. It is 
worth noting, however, that the share of manufactures in non-fuel exports, 
which was about 50 per cent until 1975, rose to more than 60 per cent 


in the 1980s. 
The composition of exports at an aggregate level, for the world market’ 


as a whole, conceals important variations in the composition as between 
destinations. An overwhelming proportion of China’s exports to the indus- 
trialised countries are constituted by primary commodities, made up of 
food, raw materials and fuels. The only exception to this rule are exports of 
textiles and clothing, but even in this-category the industrialised countries - 
absorbed about one-third of China’s exports. In sharp contrast, a very large 
proportion of China’s exports to the developing countries, including re- 
exports through Hong Kong, is constituted by manufactures, and most of 
its exports of manufactured consumer goods or machinery and equipment 
are sold in the developing world." Obviously, the composition of China's 
exports varies greatly across countries at different levels of development. It 
would seem that the developing countries are not only the source of a sub- 
stantial trade surplus for China, but also provide the principal market for 
manufactured goods i in China's export expansion. This thrust is likely to 
have been a conscious, though not explicit, element of China's SUAE in 
the sphere of exports and foreign trade. 


It is worth noting that, until the late 1970s, China's exports were sub- 
ject to constraints which are usual for a continental economy with a large . 
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Eos Table 8 . 
. COMMODITY COMPOSITION OF CHINA S EXPORTS 


А (n. percentages) 


SITC Commodity group 1965 1970 1975 . 1980 1985 








category 
0to 4 Primary commodities 51.2 535 ' 564 534. 542 
us of which : i А 
0 Food ' 31.1 31.8 28.4 17.3 15.6 
2 Raw materials 15.1 174 112. 10.2 92 
'3 Fuels 31 . 28 . 150 25.1 28.3 
5to 8 Manufactured goods’ 488” 46.5 7 43.6 46.6. 45.8 
of which : S5 3 ; И 
5 Chemicals . 24 29.5 - 4.30 34 23 
7 © . Machinery & transport 75. 31 ^7 34 . 4.7 8.5 
equipment i “ і 5 24 
Industrial products 79 6.8- 6.1 4.8 3.1 
classified by materials 22 
6t 8 Light industrial and 31.0 33.7 311 33.7 31.9 


textile products 








0-8 Total Exports 1000 1000 - 4000 1000 100.0 





Notes : ( i) The share of beverages and tobacco (SITC 1).as also animal and vegetable oils 
and fats GITC 4), іп total‘exports was less than | per cent (each )throughout the 
period; hence these figures are not presented іп (ће above table. 

(i) The distinction between industrial products classified by materials and light 
industrial products in Chinese statistics does not quite correspond with the SITC 
‘classification Taken together. however the two commodity -groups'are probably 
.close to.the sum of SITC categories бапа 8. The correspondence may not be 
exact because it is likely that the category of commodities not classified 
elsewhere is included in manufactured goods. - 


' Source: - Ministry of Foreign Trade. Almanac of Сйіпа 5 Foreign Economic Relarions and 
- Trade 1986, Beijing, 1986. pp. 956-57. 

domestic market, that pursued inward-looking policiés for a long time and 
was a late entrant into the world market. To cite only a few examples : 
-export markets have always competed with domestic consumption so that 
- scarce exportables have been diverted away from the home market in dif- 
ficult times; non-price factors such as quality, design and marketing havé 
tended to worsen the competitivenes of exports;!? and domestic-resource 
costs of earning foreign exchange through exports have been much higher 

. than the official exchange rate.” How, then, does one explain China s 

. spectacular export performance ? 


Atonelevel,wecan search for an explanationin the array of measures 
designed to promote exports which were a part ofthe economic reform that 
began in the late 1970s. The more important among these changes 
deserve mention ?! - 
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(i) There was a decentralisation in the management of foreign trade 
which diluted the monopoly. of the corporations under the jurisdiction of 
the Ministry of Foreign Trade. Тһе” object of the reform was to bring 
China 5 exporters into direct contact with foreign buyers and China's . 
importers into direct contact with foreign sellers. 


(ii) The Chinese established special economic zones, as also flexible. 
production arrangements in the designated coastal cities, to encourage 
offshore assembly for promoting exports through foreign investment, in 
much the same way as export processing zones located in other Asian 


countries. . 


(ii) A mechanism of compensation trade was introduced in which 
China provided the labour while foreign firms providéd the capital, the 


- equipment, the technology, the management and the designs. The pay- 


Й 


ment for these was made in the form of Chinese goods, either directly pro- 
duced by such enterprises or indirectly procured by such enterprises. 


(iv) Chinese enterprises entered into cooperative production with 


^ foreign firms, where imports were paid for through buy-back 


arrangements, from the subsequent stream of output. . 


(v) There was an attempt to use exchange rate policy to proinote 
exports. From 1981 until 1984, China operated an internal settlement rate 
for foreign trade transactions that was much higher tkan the official 
exchange rate.” At the same time, Chinese enterprises that earned foreign 
exchange through exports were allowed to retain а specified proportion of 
their foreign exchange.earnings which could be sold for a premium to 
other Chinese enterprises that were allowed to spend foreign exchange 
on imports. `- l i F 

It would mean too much of a digression to enter into a discussion 
about the range of measures introduced to promote exports. A detailed 
evaluation made by the World Bank suggests that the success of these 
measures was by no means unequivocal and their impact on export perfor- ' 


` mance was probably limited.” The aggressive exchange rate policy was,of 


. course, introduced after the two major booms in exports. What is more, 


almost half of the growth in exports during the mid -19805 was attributable 
to exports of fuels. Therefore, it is difficult to explain the rapid growth in 
Chinese exports in terms of conventional economic analysis. 

There is a plausible and persuasive hypothesis that export perfor- 
mance in China is likely to have been determined more by social decision 
than by economic incentives at the enterprise level. In other words, the 
volume of exports in China has been determined not so much by relative 
profitability for firms as by export levels stipulated in the economic plans 
of the nation, the province or the enterprise. The pricing of foreign trade 


transactions, as also the range of export promotion measures, are likely.to · 


have been secondary in their impact. The enterprises or the communities 
which provide exports have, of course, received incentives in the form of 
preferential allocation of scarce inputs, a special access to investible 
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resources, enlarged local employment opportunities, better, housing for 
workers and so on. At a macro level, the competitiveness of exports in the 
world markets has been assured by the subsidy implicit in making up the 
. difference between domestic prices and international prices within, what 
remains despite the reform, a centralised foreign trade system 24 


STRUCTURE OF IMPORTS AND DEVELÓPMENT STRATEGY 


Itis important to examine the changes in the pattern and mix ofimportsas 
it mirrors the changes in the Chinese strategy of industrialisation and 
development. The available data on the commodity composition of 
imports iri China make a distinction between the means of production on 
the one hand and the-means of subsistence on the other, which conforms 
broadly to the distinction between producer goods and consumer goods. 
The former, in turn, are divided further into (i) machinery and equipment, 
and (ii) raw materials and intermediate goods for industrial use or for 
agricultural use. The trends in the shares in each of these categories in 
China’ total imports over the period 1951-85 are outlined in the figure.” 
These changes reflect changing perceptions and realities in the Chinese 
development process. 


In the 1950s, the strategy of development stressed industrialisation 
and planned for high rates of growth on the basis of high rates of invest- 
ment. Much of this investment was directed towards the development of 
the infrastructure and the creation of manufacturing capacities. This, in 
turn, generated a demand for capital goods and manufactured inter- 
mediates, imports of which were necessary to transform.savings into . 
investment. Consequently. during the 1950s, as much as 90-95 per cent of 
imports were constituted by producer goods, with the share of capital- 
goods at more than 50 per cent and that of intermediate goods, mostly for 
industrial use, at about 40.per cent, As a corollary, imports of consumer 
goods were slashed to a bare minimum and constituted a little more than 5 
per cent of total imports. E 


There was a dramatic transformation of the situation in the 1960s for 
two reasons. First, the economic crisis in the agricultural sector associated 
.with the Great Leap Forward and the succession of poor harvests, led to 
massive imports of food followed by large imports of fertilisers. The 
agricultural sector, which had until then been the source of the investible ` 
surplus and the exportable surplus to support industrialisation, was now 
unable to perform that role. This had a striking impact on the composition 
of imports as food and fertilisers constituted' 40-50 per cent of the total 
import bill through much of the 1960s. Second, import substitution which 
had created capacities in the manufacturing sector during the 1950s, now 
required raw materials and manufactured intermediates for the industrial 
sector rather than capital goods. The decline in the share of capital goods 
to less than 20 per cent of total imports during the 1960s suggests that 
Chiná's import substitution moved from the consumer goods sector to the’ 
capital goods sector.?é 
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The 1970s witnessed a new emphasis on import substitution for indus- 

` trialisation, but now in the intermediate goods sector. as planners in China 
sought to focus on steel, fertilisers and synthetic fibres. This renewed the 
import demand for capital goods for a while in the mid-1970s, although it 
led to a greater increase in the imports of raw materials and manufactured 

- intermediates for industrial use. The impact of the economic reform and 
the open door policy in the external sector on imports became discernible 

~at the end of 1970s.at least in the size, if not composition, of imports. 


The 1980s have experienced a dramatic change in the import mix that 
is brought out clearly in Table 9, which highlights the changes in the com- 
modity composition of.Chinese imports, based on a broad SITC classifica- 
tion, for the period 1981-85. The share of primary commodities, 
particularly food but also raw materials, dropped sharply from 40 per cent 
in 1981 to 17 per cent in 1985, whereas the share of manufactured goods 
rose from about 60 per.cent to more than 80 per cent. In the category of 
manufactures much of the incréase was concentrated in capital goods апа 


Table -9 
COMMODITY COMPOSITION OF. CHINA 8 IMPORTS 
(in percentages) 











SITC ` | Commodity group 1981 4982 1983 . 1984 1985 
category — А 
Oto 4 "Primary commodities .404. 41.9 29.3 22.4 17.1 
of which : : B 
0 Food x n 197 ' 224 . 15:3 84. - 46 
2 "Raw materials i “= 193° 7023 12.7 13,4 ^ H0 
5108 Manufactured Goods “59.6 58.1 | 707 ~ 77% 829 
- of which : . ' і 
5272 Chemicals . 127 160 . 146 173. ILI 
7  . Machinery & transport 252 19.4 ,199 247 363 
„classified by materials - " : 
Industrial products - 11.7 ` 14.9 28.7 27.7 25.8 
classified by materials AE 
6+8 Light industrial 6: .10.0 7.8 7.5 79 97 


textile products 





Oto 8 Total Imports 100.0 100.0 100.0 1000 100.00 





, 


Notes ; (i) The share of beverages and tobacco (SITC 1)лпіпега! fuels (SITC 3)and animal 
Е &vegetable oils and fats GITC 4), in total imports was less than 1per cent (each) 
throughout the penons hence these figures are not presented in the above 
table. 2 

1) The distinction ТЕН industrial products classified by materials and light 
industrial products in Chinese statistics does not quite correspond with the SITC 
classification. Taken together,however.the two commodity-groups are probably 

close to the sum of SITC categories 6 and 8. 


Source : Ministry of Foreign Trade, Almanac of China 5 Foreign Economic Relations and 
Trade 1986, Beijing. 1986, p. 959. 
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manufactured intermediates. It is worth noting, however, that imports of 
manufactured consumer goods, which had been negligible during the first l 
three decades of socialist economic development in China, became signifi- 
cant іп the 1980s. On the basis of available evidence, it can be estimated 
that the share of manufactured consumer goods in Chinese total imports. 
was 6.5 per cent in 1981 and rose to 11.8 іп 1985,2 


The trend in the volume of total imports since 1978, set out in Table 3, 
is also important. It shows that imports registered a substantial increase in 
real terms between. 1978 and 1981, followed by a massive increase in real 
terms between 1982 and 1985; indeed, had it not been for lower average 
prices of Chinese imports during the mid-1980s, the importbill would have 
registered an even greater increase. 


The open door policy in the external sector has obviously enhanced 
the significance of imports, which provide not only the access to technol- 
ogy but alsó a window to the world in the modernisation that China now 
seeks. This new role, whereby the architects of reform in China are 
attempting to raise productivity across-the-board in the economy through , 
imports of goods and technology, in a bunched manner, contrasts sharply 
with the step-by-step sequence of import substitution in the past. This 
strategy and process is likely to sustain, if not push further, the import 
boom which surfaced in the mid-1980s. f 


BALANCE OF PAYMENTS 


For almost three decades after the revolution, until the advent of the open 
door policy in the external sector, China pursued the most conservative 
policies to manage its balance of payments situation. As we һауе seen, 
once the debt to the USSR had been repaid by the mid-1960s, imports and 
exports were kept in careful balance over discrete periods if not from year 
to year. For much of the period under review, the balance of trade bore the 
brunt of adjustment in the external sector and was an overwhelmingly . 
important component of the current account in the balance of payments. 
` Although the role of invisibles and transfer payments was residual, even 
the current account was meticulously balanced until the late 1970s. Capital 
account transactions were negligible and the current account dominated 
the external payments situation. ` 


. It is not possible to examine the changes іп China’s balance of 
payments or its components in a long-term perspective simply because 
official statistics are not available.” It is, however, possible to put together a 
picture of the balance of payments for the period 1977-85, on the basis of 
the estimates made and the official statistics published by the IMF. This 
evidence is presented in Table 10. A glance at the table shows that the 
objective of balance on external account was relaxed, perhaps for the first 
time, during the period 1978-80: This was followed by a return to a surplus 
in the balance of trade, and an even larger current account surplus, during 
the period 1982-84. The comfortable situation was once again reversed in - 
1985 when a large deficit in the balance of trade meant a substantial 
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current account deficit. Although information for subsequent years is not 
available, it is likely that this situation has persisted because of the large 
trade deficit in 1986.29 


Table 10 
` CHINA S BALANCE OF PAYMENTS В 
К z -ûn US $ million : current exchange rates) 








1977 1978 1979 1980 1982 1983 1984 1985 





Exports Р 8050 9745 13987 17900 21125 20707 23905 25108 
` Imports 7267 11399 17266 20968 16876 18717 23891 38231 
Balance of trade +423 —1654 —3279 —3068 +4249 +1990 +14—13123 
Net invisibles . +61 +679 +1125 +1199 + 1088 +1986 +2053 + 1463 
Transfer payments б і 
_Remittances 28497 +597 +656 +680 +530 +436 +305 +171 


Foreign grants -70 -6 -30 — —44 +75 +137 +72 


Balance on current . 
account . -+911 +447 —1528 —1189 +5823 +4487: +2509 — 11417 





'Longierm capital of -990 -830 +1919 +2110 +409 +1172 +1608 +4439 
. which : i 


Direct investment ` na. na. na. na. +386 +543 +1124 +1031 
Portfolio na. па. па. па. +41 +20 +83 +764 
investment i á ` 

Other long term na. na. na. na. —18 +609 +401 +2644 
capital - : 2 

Short term capital , —82 —512 +415 — 1964 +98 .-28 -411 +2270 
Errors & omissions +670: +1004 —133 +486 +8 —846 —1890 +70 





Balance on capital G ; 
account ^ -402 —338 +2201 +632 +515 -+298 -—692 +6779 





Change in reserves 
decrease (+) or А д 
' increase (-) —509 +785 — 673 +557 —6338 —4785 - 1816 +4638 








Notes : (i) The data for the two periods, 1977-80and 1982-85are not perfectly comparable for 
two reasons : (i)the figures on imports are Го b.throughout; (ii information on 
the components of long-term capital is not available,in comparable categories, 


for 1977-80. 
. Gi) Balance of payments statistics on exports and imports are different from the 
ж trade statistics presented in Table 1. 
Source : For the period 1977-80, IMF estimates reported іп China : Socialist Economic 


Development, Volume II : The Economic Sectors, World Bank. Washington D.C.. 
1983, pp. 451-55. For the period 1982-85, IMF, /nternational Financial Statistics, 
April 1987. 
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In the late 1970s, net invisibles and transfer payments, mostly ear- ` 
nings from shipping, tourism and remittances, financed one-half to three- 
fourths of the trade deficit, thereby reducing the current account deficit to 
manageable proportions which, in turn, was financed largely by short- 
term borrowing on the capital account. Net invisibles continued to 
increase in the 1980s. albeit at a modest pace, but remittances registered a 
steady decline. During 1982-84, these components simply enlarged the 
current account surplus. In 1985, however, invisibles and transfers taken 
together were sufficient to finance only one-eighth the trade deficit; indeed, 
as much as two-fifths of the current account deficit was financed by a 
running-down of foreign exchange reserves. 


Itis worth noting that transactions on the capital account had become 
significant even before 1985 when a substantial need arose. The smaller 
current account deficits in the late 1970s were financed mostly by short- 


_ term borrowing but long-term external borrowing also emerged at about 


the same time. It took several forms : credits and deferred, payments to 
finance imports, borrowing in international capital markets, bilateral aid 
from the industrialised countries and multilateral assistance from inter- 
national financial institutions.” The significance of long-term borrowing 
' on the capital account increased much further in the 1980s while short- 
term borrowing receded in importance. It is particularly striking that direct 
foreign investment rose from negligible levels in the late 1970s to more ` 
than $ 1 billion per annum in the mid-1980s. 

The evidence availablé so far is limited. Yet, it is possible to discern a 
.. Structural change in the balance of payments which is a consequence of 
` the open door policy in the external sector. While the balance of trade still 
dominates the current account, other components such as invisibles are 
likely to increase in significance, particularly on account of investment 
income outflows and debt servicing. Most important, perhaps; the capital. 


. account, which was negligible not so long ago, has become an important 


source of external finance for the economy and its significance is bound to 


` increase further. This will obviously influence the size of the external debt 


and the burden of debt servicing in the years to come. Consequently, the 
management of the balance of payments situation in China will soon need 
‘more than the management of the balance of trade. 


MACRO-ECONOMICS : INTERNAL AND ‘EXTERNAL BALANCE 


The simultaneous attainment of internal and external balance, which is a 
vexed question in the macro-management of most market economies, 


“never posed any problems in China during the first three decades of 


socialist economic development. Internal balance was reflected in the 
unparalleled price stability such that inflation was almost absent, com- 
bined with a steady pace of economic growth over a long period despite a 
few interruptions. External balance was manifested, to some extent in the 


approximate equality between imports and exports but, above all, in the 
meticulous balance on the current account in the balance of payments, so 
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, 4 
that capital account transactions and external financing needs were both 
negligible. The set of conservative policies which led to a balance in 
income and expenditure, not only for the government but also for the 
économy as a whole, were perfectly consistent with the objective of self- 
reliance as it ensured that China.relied on her own resources to finance 
economic development. In so far as there was an excess of income over 
expenditure the economy may have lived below its means, in terms of 
' growth opportunities foregone, but it was protected from domestic infla- 
tion and external indebtedness. It was also immune from external shocks 
to which developing economies are often prone. 


This overview is confirmed by the evidence presented in Table 11. 
which uses the budget surplus or deficit as a proximate measure for inter- 
nal balance and the trade surplus or deficit as a proximate measure for 
external balance in China. It shows that until 1978, but for a few exceptions 
in the early 1950s and the mid-1970s, as a гше, there was a budget surplus 
‘and a trade surplus, or a surplus on one compensated for a deficit on the 

' other. In any case, the disequilibrium as a proportion of national income 
` was very small indeed. ^. ыж i - 


The macro-economic implications of the reforms that began in late 
1978 are obvious in their impact on internal and external balance in 
China. Throughout the period 1979-85, there was an excess of total expen- 
diture over total revenue except in one year, and there was an excess of 
: imports over exports except іп two years. This situation, іп itself, was 
unprecedented in China. What is more, in 1979 and іп 1980, massive 
-budget deficits coincided with moderately large trade deficits which, taken 
together, amounted to as much-as 6 per cent and 4 per cent of the national 
. income in thetwo successive years. The problem, reduced-to manageable 
proportions in subsequent years, resurfaced in 1984 when the two deficits 
added up to 1.6 per cent of national income. The macro-economic conse- 
quences of these events are not far to seek. For one thing, the price stability 
gave way, at least by Chinese standards, as the general retail price index 
- rose by 18 percent in a relatively short span of six years (тот 1978 to 1984 
compared with а mere 12 per cent over-two decades from 1957 to 1978; the 
increase in the prices of farm products was much greater.” For another, as 
we have seen, external finance became increasingly necessary to support 
the balance of payments. The latter problem is likely to have been accen- 
tuated by the massive trade deficit in 1985 which-was the equivalent of 6.6 
per cent of national income: | ' : І : 
For the purpose of analysis, however, it isnot quite appropriate to con- 
sider the entire period 1978-85 іп опе sweep. as there were important 
variations, particularly in terms of macro-management of the economy. 
There was a sharp increase in government expenditure between 1978 and 
1980 which was not matched by a corresponding increase in its revenues. 
Theconsequent increase in domestic demand could have been neutralised 
to pre-empt inflation-either by a reduction in exports which made avail- 
able more consumption goods at home or by a reduction in real wages 
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Table 11 
INTERNAL AND EXTERNAL BALANCE IN CHINA - 











Year Internal Balance ; External Balance 
in Rmb million ав a percentage in Rmb million ава percentage 
of national income of national. 
` І іпсоте 
1950 - 290 0.68 — 120 0.28 
1952 + 770 1.31 — ]040 1.77 
1957 + 600 0.66 + 450 0.50 
1962 + 830 ` 0.90 T +1330 1.44 
1965 + 700 . 0.50 + 780 0.56 
1970 + 1350 ; 0.70 + 70 0.04 
1975 А — 530 021 — 440 0.18 
1976” - 2960 122 t 550 - 0.23 
1977 + .3100 1.17 + 690 0.26 
1978 + 1010 0.34 — 1970 0.65 
1979 — 17060 ' 5.09 — 3120 0.93: 
1980 - 12750 . 3.46 ~  — 1900 0.52 
1981 — 2550 0.65 = 2 0.00 
1982 - 2930 0.69 5664 1.33 
1983 — 4350 0.92 + 1651 0.35 
1984 . — 5000 0.89 — 3991 : 0.71 
1985 + 2820 0.41 — 45050 = 6.60 





Notes :(i) Internal balance is defined as the difference between total revenue and total 
expenditure of the government ;a positive sign indicates that revenue exceeds 
expenditure and vice-versa: 


(ii) External balance is defined as the difference between total exports and total 


imports of the economy :a Positive sign indicates that exports exceed imports, 


and vice versa . 


(iii) The data presented in this table are derived from figures in terms of current 
; р 
prices . 


(iv ) The figures for 1985are obtained from IMF „International Financial Statistics, 


April 1987. 


Source: X State Statistical Bureau „Statistical Yearbook of China 1985 :for data on national 
income p. 33for data on revenue and expenditure р. 523;for data on exports 
and imports ,pp. 494апа 508. Е 
which squeezed domestic demand.” Instead, both exports and real wages 
tose sharply, which led to a strong upward pressure on domestic prices 
thus disturbing the internal balance. At the same time, imports rose even 
more than exports thus disturbing the external balance. To combat the 
situation, the government adopted contractionary macro-economic 
policies. Government expenditure was reduced in absolute terms in the 
following years and, even at current prices, it returned to its 1979 level only 
in 1983.? The upward movement in wages was curbed by linking wage 
increases to productivity increases. Imports were also squeezed, which is 
apparent from the near-stagnation in the volume index and the absolute 
decline in dollar values. Consequently, the budget deficit, as a proportion 
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of national income, was reduced іо manageable proportions, while the 
trade deficit was eliminated in 1981 and brought into surplus during 1982- 
83. The cycle of expansion-imbalance-contraction-adjustment was 
complete.” 


This was not to last as the economic reforms continued apace, which 
raised the share of consumption in national income, altered the 
investment-mix between the capital goods sector and the consumer goods 
sector in favour of the latter, and stimulated imports as a part of the open 
door policy in the external sector. The macro-economic problems of the 
late 1970s re-appeared in the mid-1980s. This time around, however, it was 
the external balance that gave way rather than the internal balance. The 
trade deficit, as a prọportion of national income was a manageable 0.7 per 
cent. in 1984, 6.6 per cent in 1985 and, available evidence suggests, more 
than 5 per cent in 1986.5 Admittedly, a deficit on external account,or an 
import surplus, may enable the economy to attain a higher level of con- 
' sumption.for a given rate of investment or a higher rate of investment fora 
given level of consumption, or some combination of both3* For an 
economy such living beyond its means is possible in the short term but, in 
the long term, it only postpones the day of reckoning. The recent 
experience of developing countries with a mounting and large external 
debt suggests that the problems of structural adjustment through a macro- 
economic squeeze, which leads to a contraction of incomes and employ- 
ment without providing relief from the strains of inflation, should not be 
minimised or wished away. 


- Itgoes without saying that, at the present conjuncture, China is a con- 
siderable distance away from such a prospect. But the observed macro- 
economic implications and consequences ofthe reform lead one to suspect 
that the external sector is likely to be the Achilles’ heel in China's long 
march to modernisation.Tlie Chinese have so far tended to emphasise the 
virtues of the open door policy in the external sector. It also has its pro- 
blems : imports may rise faster than exports, a liberal import regime may 
squeeze domestic import-competing production, large-scale imports of 
technology may not be followed by absorption or innovation, and direct 
foreign investment in manufacturing for.a protected home market may 
impose more costs that benefits. Generalisations are, of course, 
exceedingly difficult. The balance sheet of social costs and benefits would 
be determined by the sectoral mix and temporal sequence of opening up 
the economy. Even more important in the wider context, a relatively open 
system which attempts to align domestic prices with world prices carries 
with it far-reaching implications for internal economic development. Апа, 
for all the alleged mistakes of the Maoist era that have been stressed in 
recent years, during the first quarter century of socialist economic develop- 
ment China has achieved much that is worth preserving. 
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same source.At an exchange rate of 3.45 yuan per dollar (average for the year 1986repor- 


-ted in IMF, International Financial Statistics), the balance of trade deficit was the 


equivalent of 5.3 per cent of national income. 


This argument is developed by Sheahan to suggest that China can readily relax con- 
straints on imports in order to raise consumption and investment; he also stresses that it 
would be worse than pointless for a low-income country to run an export surplus (pp. 60- 


61). While the latter view is perfectly reasonable the wisdom of the former proposition is. . 


open to question unless there is a corresponding, not necessarily matching, export 
expdnsion. 
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